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Executive Summary

In 1995, in response to changes in the health care system, the Department of Health and
Human Services (DHHS) drafted legislation which was approved and signed into law that
directed the Department to prepare "a comprehensive and coordinated system of health
and human services as needed to promote and protect the health, safety and well-being of
the citizens of New Hampshire." (RSA 126A) The Department responded by creating a
statewide Health Care Planning Process - the goa of which was to develop a State Health
Plan - to be conducted by the newly established Office of Planning and Research. During
the past two years over a thousand New Hampshire citizens have been involved in 7
community councils, 22 focus groups, 10 town meetings, symposia’ and reviews of the
planning reports.

We wish to express our sincere gratitude to those citizens, health and socia services
professional's, and elected officials who participated in the health care planning and made
this report (and the other reports that compose the New Hampshire Health Plan) possible.

(See Acknowledgments - APPENDIX A - for a list of all who participated in the
devel opment to date of the New Hampshire Health Plan).

The Purpose of This Report

The New Hampshire Health Plan consists of a series of reports (each builds upon the
previous reports) that will be updated, refined and added to as the hedth care
environment continues to change. New legidative, administrative and regulatory
initiatives will result from the Health Plan or these initiatives will drive the development
of additional studies and reports. The New Hampshire Health Care System: Guidelines
for Change is the seventh report in this series of planning reports - al part of the New
Hampshire Health Plan - issued by the Department.

Guidelines for Change will be widely distributed. Its intended audience(s) are those who
participated in the community councils, legislators and policymakers, the business
community, interested members of the public, health and social services providers and
other branches of State Government.

This report has four primary goals:

= to promote improvement in the health status of the State's citizens;

= to provide aframework for policy makers to manage change within the health care
system, balancing the roles of the State, the Community, and the Market;

= to offer and promote strategies for action which respond to the need for
comprehensive statewide health reform; and



= to promote and encourage broad participation from citizens, providers, purchasers and
public officials.

(See also Health Care Reform in New Hampshire: 1986 - 1998 - APPENDIX B - for a
concise history of past and present New Hampshire initiatives in health care reform,
including events that led to the Health Care Planning Process).

The Structure of This Report

The New Hampshire Health Care System: Guidelines for Change is divided into the
following sections:

Executive Summary

Introduction

I. New Hampshire's Health Vision, Values and Goals
Il. Strategiesfor State Action

[11. Appendix

The Definition of Health

The participants in the Health Care Planning Process and the Department of Health and
Human Services decided that any consideration of the health care system should be based
on a positive definition of the terms "health” and "health care." Health is not merely the
absence of illness; it is the presence of well-being or the realization of potential. Health
care should not be understood merely as treatment for illness; it should include necessary
and appropriate services, medical, social or other, that is intended to promote the highest
possible level of function and independence for an individual. Health care should address
the whole person. Its goa should include physical, emotional and spiritual growth,
satisfaction and fulfillment - the flourishing of the individual.

For these reasons, the term "hedlth,” as used herein, will have the same definition as that
put forth by the World Health Organization:

"A state of complete well-being, physical, social and mental, and not
merely the absence of disease or infirmity."

Vision

In order to ensure that New Hampshire residents enjoy the highest quality of life

attainable, the New Hampshire Health Plan will promote access for everyone to
necessary and appropriate health and social services.



Health System Values

In order to find out what values New Hampshire citizens held most important regarding
the health care system, the Office of Planning and Research used two sources. The first
and most significant source was the extensive set of discussion groups that were
conducted throughout the State.? The second source was derived from work conducted by
the seven District Councils. The participants in each District Council were asked to
discuss and agree upon a set of statements describing the functional characteristics of an
ideal health care delivery system by answering the question: What would an ideal health
care delivery system do?

The purpose was to elicit the expression of core values that could be used to set
requirements for the health care system in the future.® As part of this endeavor, questions
were presented to the discussion groups:

What do you consider to be essential in any health care system?

What do you consider to be intolerable?

The five core values common to both of these sources arelisted in Table 1.

Table 1

New Hampshire Health System Values

1. Every New Hampshire citizen will have access to necessary health care services
regardless of individual circumstances.

2. Thehealth care system will be based on desired health outcomes as deter mined
by well-defined indicator s for measuring health.

3. Thehealth care system will emphasize quality of care and focus on controlling
Ccosts.

4. Health care consumerswill be empowered and assume primary responsibility for
their health and for the carethey receive.

5. Communitieswill play arolein the organization and integration of health
systems and in the delivery of health care services.

Health Goals

After an extensive discussion of the definition of heath and the indicators by which
health status ought to be measured, the members of the District Councils were asked to




articulate a vision and goals statement for the health status of New Hampshire citizens.
The result was the following statement.

To ensure that New Hampshire residents will enjoy the highest quality of
life attainable, the New Hampshire Health Care Plan will promote
universal access to necessary and appropriate health and social
services. The Health Care Plan will be a strategy for achieving the Health
Status Goals (see Table 2). The Health Status Indicators that are associated
with the goals will provide benchmarks for measuring New Hampshire's
progress in achieving health and well-being. The Plan, the Goals, and the
Indicators will be developed with input from hundreds of New Hampshire
citizens.

Table 2

Health Status Goals

1. New Hampshireresidentswill live with independence and satisfaction as
contributing member s of their communities.

2. New Hampshireresidentswill live with a minimum of disease and disability.

3. New Hampshireresidentswill live in safe and supportive homes and
communities.

4. New Hampshireresidentswill live free of environmental hazards.

5. New Hampshireresidentswill have the educational and economic
opportunitiesthey need to realize their full potential.

6. New Hampshireresidentswill choose behaviorswhich contribute to health and
well-being.

Strategies

The strategies for State Action focus specifically on the health care system. Four primary
strategies based on the vision and goals are outlined in this section:

A. promoting access to health care coverage while controlling costs;
B. protecting and empowering consumers;

C. re-defining public health; and

D. partnering with communities.

There are atotal of 27 recommendations (see Appendix C on page 90) for implementing
these strategies. Each recommendation is followed by a brief explanation. Some of the




recommendations can be prioritized and achieved under existing administrative authority.
Others will require legidative deliberation and action.

A. Promoting Access to Health Care Coverage While Controlling Costs
describes the challenge in addressing the problem of the uninsured through a
voluntary approach. Any efforts must be coordinated with other health reforms so
as to avoid expending resources on initiatives that fail to eliminate the root of the
problem or that merely shift the problem from one area to another. The strategies
and initiatives outlined here are designed to improve access to health insurance
coverage and control costs through incremental reforms that address all aspects of
the health insurance market and that are coordinated to achieve maximum
combined effect.

This strategy has three components:

1. pursue continued insurance market reforms to enhance competition and
discourage risk selection (e.g., interagency monitoring of the health care
market, monitoring the number of uninsured, standardized benefit
packages, and risk adjustment);\

2. organize purchasing activities to enhance competition (e.g., a small
business health insurance purchasing alliance); and

3. subsidize private market coverage and support safety net providers and
delivery structures (e.g., a two phase expansion of hedth insurance
coverage, definition of the scope and funding sources of safety net
services, coordination of health-related non-medical services with medical
care, review of the role of Certificate of Need, and establishment of
standards of adequacy for the delivery system).

B. Protecting and Empowering Consumers describes how this could be
accomplished in a market-driven health care environment. The market functions
best when there is a choice of products and providers and sufficient information
for consumers to make informed decisions.

Recently released national data shows that four out of five employers who
sponsor health insurance offer only one plan to their employees. The health care
industry in New Hampshire is undergoing an historic transformation as more
people enroll in HMOs and other types of managed care plans. The State saw a
25% increase in underwritten managed care enrollment between 1994 and 1995,
and an increase of 18% between 1995 and 1996. In the small group market that
shift has been dramatic - during 1998 HMO enrollment for this population is
expected to reach 80 percent. CIGNA/HeathSource and Blue Cross/Blue Shield,
who purchased Matthew Thornton in 1997 accounted for 77% of HMO enrollees
in 1996.



Most states, including New Hampshire, do not have information systems capable
of monitoring or supporting health reform. Funding, data comparability, and
cooperation of providers and insurers will be issues the State must address if it is
to construct a viable health care information system.



This strategy has four components:

1. establish a system for conflict resolution between consumers and providers
with their health plans (e.g., mediation and consumer hotline);

2. assure the quality of care (e.g., organization/collaboration of interested parties
and a coordinated State monitoring policy);

3. develop a State information infrastructure (e.g., review of health status, State
and market functions, community concerns, and private development of
information); and

4. assure the solvency of risk-bearing entities (e.g., licensure of risk-bearing
entities according to the number of covered lives, structure and percent risk
assumed, guidelines for transferring risk from one entity to another and self-
insured plans).

. Re-Defining Public Health in the Evolving System examines the traditional
public health roles within a managed care delivery system.

In 1996, 39 percent of New Hampshire's population was enrolled in HMOs
(includes underwritten managed care and self-funded business). The health status
of enrolleesin an HMO becomes a critical determinant to the financial success of
an HMO. As the portion of the population enrolled in HMOs increases, the
domain of HMOs and public health may overlap. Since the State's residents are
rapidly choosing to receive care from two HMOs, these HMOs can - and some
would argue should - offer some population-based services that were traditionally
provided by public health. In addition, these HM Os may have to perform some of
the public health evaluations of the effectiveness, accessibility and quality of
personal and population-based services.

This strategy has four components:

1. redefine public health;

2. determine the impact that private and community reorganization of health care
services have on public health;

3. determine which public health functions should remain, be expanded, altered
or eliminated in light of private and community reorganization of heath care
services; and

4. determine whether the private sector should be held to a different standard
than the public sector.

In the new health care system, the resources alocated to public heath services
may be inadequate or excessive depending upon how public hedth roles are
altered.

. Partnering with Communities addresses how and why the voice and needs of
the community should be a part of the new health care system. The discussions
during the planning work raised two basic questions about both communities and
the State's involvement:



= What is a community - what is it that the State should be listening to and
promoting?

=  Why should the State support community involvement in the heath care
system?

=  When these questions are fully answered through the planning work, the State
can begin to consider how it should assist communities and what form the
assistance should take. The State can also determine what it can expect from
communities: the way they can balance and augment the actions of the State
and the market. This will aso allow the State to work with communities to
clarify expectations for private entities that clam a community role. For
example, non-profit hospitals are described as community organizations that
provide community benefits. In return, these institutions do not pay taxes; that
is, they receive a public subsidy. However, neither the State or any
independent body representing communities define the community benefits
that non-profits should be providing.

This strategy has two components:
1. sustain community involvement in health care delivery; and
2. define and protect community benefits.

Next Steps

The planning process does not end with the production of this report. This report is not
done. It represents a "final draft" that incorporates the review of the participants in the
planning work to date. Additional review and revisions will be necessary. Much work
remains to broaden participation in the coming months, particularly to gain the
perspectives of the business, legidative, and market communities. Further involvement of
other State agencies will aso be sought.

Determination of the action steps and stages of implementation to achieve the strategies
in Section |1 (Strategies for Sate Action) will be done in concert with all stakeholdersin
keeping with the participatory and iterative nature of the planning process. This report
proposes the structure(s) that will allow for continuous and ongoing planning with
participation of communities, the State, and the market. It is not a detailed blueprint of
how the New Hampshire health care system will develop. Health planning in New
Hampshire has become a verb instead of a noun. Instead of a detailed blueprint, it has
evolved to a continuous process that permits and directs movement towards general
goals.

At this point, some of the recommendations in Section Il are being accomplished in the
short-term; others will be dependent on actions that will necessitate a long-term view.
Priorities will need to be set in concert with other interested stakeholders. Decisions will
need to be made as to which recommendations can be achieved via administrative,
regulatory or legislative action.



The same open and collaborative course that brought the Health Care Planning Process to
this point will be used with work that remains to be done. Input from a broader audience
will help refine and improve the process and the strategies.

The Guidelines for Change represents the culmination of one phase of the health
planning work. At the same time, it also represents the beginning of the next phase.

! Symposia topicsincluded: prioritizing health care needs, the role of the community, long term care and
health and social service networks.

2 Twenty-two discussion groups served as proxies for the State's citizens. The groups ranged in size from 6
to 40 members. Some of these groups consisted of individuals with similar backgrounds or concerns (e.g.,
hospital administrators or individuals with disabilities) or mixed gatherings of citizens representing the
concerns of different provider groups, business, government and citizens (e.g., the seven district councils.)
The participants were not randomly selected. They were either members of groups; recommended by
individuals within the Department of Health and Human Services or the Executive Councilors; or selected
by the Executive Councilors. The goal was to €licit arange of different perspectives from people actively
engaged in the provision, use and purchase of health care.

%In 1993, the New Hampshire legislature engaged in a similar exercise and passed a resolution stating
principles upon which a universal health care program in New Hampshire should be based. They are as
follows:

1. Universality: all individualsin the state have aright to high quality, comprehensive health care
regardless of employment status, health status, gender, age, personal resources, or geographic
location.

2. Accessihility: everyone should have equal access to health care providers and to the information
necessary to make informed choices.

3. Comprehensiveness: all necessary health care is covered, with an emphasis on preventive care and
the promotion of wellness

4. Affordability: health care must be affordable for all individualsin the state. Costs must be
distributed equitably, based on ahility to pay.

5. Cost Control: there must be cost control and capacity containment.

6. Accountability: individually and collectively, directly and through elected representatives, all
individuals must be empowered to influence and improve the health care system continually.



Introduction
Last Revised: 11/12/98

Dynamic Planning For A System In Transition

Guidelines for Change proposes processes and structures that New Hampshire should use
to make health planning a continuous initiative and it also allows the State to respond to
and manage the rapid changes in the health care environment. It is not a traditional health
plan that lays out the number of providers and facilities necessary with a step-by-step
process on how to get there.

Massive market changes and the corresponding reactions to those changes are re-
aligning, re-structuring and consolidating all that was once familiar in the organization
and financing of health care. These forces are driven by regional and nationd
developments that go far beyond the control of State government. Amidst these massive
changes in the health care system, traditiona health planning has become less useful. No
single individual or group can offer a detailed blueprint of the ideal health care system.
Change has forced a reconsideration of the nature of health planning, as the organization
and delivery of health care services are being recast on what seems like adaily basis.

The changes in the way health care services are delivered are being matched by the
changes in the organization of health care providers. The rapid rate of mergers of existing
health plans and the equally rapid dissolution and creation of new hedth care
organizations are altering the delivery system. Perhaps the most compelling factor that
prevents ssimply supporting the status quo is that the status quo is rapidly disappearing.
The organizational arrangements that held the status quo in place supported a system
characterized by independent providers caring for patients who in turn had an unrestricted
choice of physician or hospital. The financial arrangements reimbursed care on a fee-for-
service basis through employer-based indemnity insurance. These organizational and
financial arrangements are rapidly disappearing. The world of national and regional
provider systems, constrained consumer choice, capitation and managed care are upon us.

For New Hampshire the question is not how to preserve the past but how to adapt to and
direct the changes that are unfolding. How can we assure the system in transition
continues to promote improvement in the health status of New Hampshire's citizens? The
planning work engaged the citizenry in answering that question.

Citizen Participation in Action

The New Hampshire heath care planning work began with the development of health
status indicators and goals for New Hampshire's health care system, moved on to detailed
discussions on the delivery system, and finally, to summarizing the issues that must be
addressed and proposing recommendations.



From the outset of the planning work in the late fall of 1995, a commitment was made to
citizen participation and a cautious application of traditional planning techniques. Given
the changes in the world of health care, the planning efforts were targeted on:

= The Requirements. Instead of dictating how al of the parts should fit together, the
health planning focused on the participants' requirements of a system.

= Honoring the Needs of the State, Communities and the Market. The question was
how best to create a planning system that expressed and balanced the needs and
concerns generated from each perspective.

= Strategic Framework. The planning focused on a strategic framework for the entire
population versus programmatic or categorical recommendations for specific
segments of the population.

= Decentralized Decision-Making. The community council meetings were held in
various regions within the State rather than in Concord. Health care has been always
been a local affair, and a broad process for changing the health care system should
take place as close as possible to the communities that will be affected by the
changes.

* Inductive Reasoning. In keeping with the belief in citizen participation and
collaboration, the planning relied upon working from the specific and concrete to the
general and abstract. Before individuals were asked to recommend general goals for
the health care system, they were asked to propose concrete examples of health.
These indicators of health included comments such as : "My cancer is in remission.”
"My child can go to a safe day care center." "My grandfather has transportation to a
local senior center.”

» |terative. Planning was viewed as a process that should be continuously revised as
the hedth care environment changes. The New Hampshire Health Plan would be
built upon previous work (e.g., reports and legidlative initiatives).

This effort was accomplished through an open and collaborative process that relied
heavily upon citizen participation and inter-governmental involvement. The Executive
Councilors worked with the Department of Health and Human Services to create seven
community councils caled District Councils throughout the State with diverse
representation of more than 250 citizens. Each of these District Councils defined health
care problems and offered many of the solutions included within this report. The District
Councils also convened town meetings in which more than 600 New Hampshire residents
participated. More than 50 professional and consumer groups were consulted on an
ongoing basis. Twenty-two focus groups examined the values that should be preserved in
the health care system and the appropriate designation of roles and responsibilities within
the State. Representatives from the Governor's Office, the Department of Education, the
Department of Insurance, the Department of Environmental Services, and the Attorney
General's Office also participated in this effort.



The Office of Planning and Research also relied upon information in the literature on
health care reform and on precedents from other States. National health care experts and
policy makers from other states were consulted as to what has and has not worked. Some
of this information was disseminated through reports and some through a series of
symposia on a diverse range of topics. Finally, the analysis and resulting strategies
presented in this seventh report were critiqued by panels of state and national experts.

Health Care Planning Accomplishments

This report is based upon a series of reports (which together comprise the New
Hampshire Health Plan) that were developed through broad public input and discussion.
They include:

The Elements of an Ideal Health Care Déelivery System. Participants at the first
District Council meetings were asked to describe the "ideal health care system".
The results of that discussion are summarized in this report.

An Inventory of Health Status Indicators. These indicators can be used to
monitor health changes in the general population, the performance of the health
care system, the health status of the Department's clients, and the performance of
providers caring for the Department'’s clients. They represent the broad definition
of health that encompasses physical, mental, social, and economic well being.

New Hampshire's Health Status Goals. After the Health Status Indicators had
been developed, the District Councils established six broad goals to guide its
work. Health Status Indicators will be aligned under the Goals and targets will be
identified both at the State and community levels - with an eye towards the many
determinants of health.

Health Planning, Values and Preferences. This report reviews the responses of
22 focus groups to the questions. "What do you see as essential in any future
health care system?' and "What do you find intolerable?"

The State, Communities and Individuals: Roles and Responsibilities in New
Hampshire's Health Care System. This report outlines the focus groups
identification of the mgor functions within the health care system and their
assignment of these functions to various sectors within New Hampshire.

New Hampshire Network Survey Report. Thisreport isareview of 29 health
and social service networks that have been developed or are in the process of
being created in New Hampshire.

Planning and the Health Care System: A Question of Balance. This serves as
the resource document. It provides the background information that led to the



recommendations, a survey of the literature on health care reform and its effects
on the current delivery system, and precedent from other states. It also includes
some data and examples from around the State that illustrate how New Hampshire
is responding to the changing health care system.

Consumer Report. In order to inform the general public, a "consumer friendly"”
version of the seventh report was developed. The reasons for the creation of a
Health Plan and key consumer issues are presented in an easy-to-read booklet
format.

Many of these reports - including The New Hampshire Health Care System: Guidelines
for Change - will be accessible through the Department's library at its web site that may
be reached through the State of New Hampshire “Webster” site: |http://www.state.nh.ug/|
by searching under “Executive” for “Health and Human Services’ in the “ State Agencies
on the World Wide Web.”

They can aso be requested from the NH Department of Health and Human Services,
Office of Planning and Research at:

129 Pleasant Street
Concord, NH 03301
Phone number: (603) 271-5254
FAX number: (603) 271-8431

Public comments on this report are encouraged, and they may be directed to the above
address.


http://www.state.nh.us/

l. New Hampshire's Health Vision, Values and Goals
Last Revised: 11/12/98

A quide for change in the health care system will represent the interests of New
Hampshire citizens only if it is built on an accurate assessment of New Hampshire's
vision and values regarding health. For this reason, the health planning process began
with consideration of the following questions. What is the best way to use and to
understand the terms "health” and "health care"? What are the values that New
Hampshire citizens hold most important regarding the health care system?

The Definition of "Health"

The participants in the Health Care Planning Process and the Department of Health and
Human Services decided that any consideration of the health care system should be based
on a positive definition of the terms "health” and "health care." Health is not merely the
absence of illness; it is the presence of well-being or the realization of potential. Health
care should not be understood merely as treatment for illness; it should include necessary
and appropriate services, medical, social or other, that is intended to promote the highest
possible level of function and independence for an individual. Health care should address
the whole person. Its goal should include physical, emotional and spiritual growth,
satisfaction and fulfillment - the flourishing of the individual.

For these reasons, the term "hedth," as used herein, will have the same definition as that
put forth by the World Health Organization:

"A state of complete well-being, physical, socia and mental, and not
merely the absence of disease or infirmity."

Correspondingly, the term "health care,” will mean:
"Services, medical, social or other, the primary purpose of which is to promote
the highest possible level of function and independence for an individua ."
Vision
In order to ensure that New Hampshire residents enjoy the highest quality of life

attainable, the New Hampshire Health Plan will promote access for everyone to
necessary and appropriate health and social services.

Health System Values

In order to find out what values New Hampshire citizens held most important regarding
the health care system, the Office of Planning and Research used two sources. The first



and most significant source was the extensive set of discussion groups that were
conducted throughout the State.* The second source was derived from work conducted by
the seven District Councils. The participants in each District Council were asked to
discuss and agree upon a set of statements describing the functional characteristics of an
ideal health care delivery system by answering the question: What would an ideal health
care delivery system do?

The purpose was to elicit the expression of core values that could be used to set
requirements for the health care system in the future? As part of this endeavor, two
guestions were presented to the discussion groups:

= What do you consider to be essential in any health care system?
= What do you consider to be intolerable?

The five core values common to both of these sources are listed in Table 1 and described
following the table.

Table 1

New Hampshire Health System Values

1. Every New Hampshir e citizen will have access to necessary health car e services
regardless of individual circumstances.

2. Thehealth care system will be based on desired health outcomes as deter mined
by well-defined indicatorsfor measuring health.

3. The health care system will emphasize quality of care and focus on controlling
costs.

4. Health care consumerswill be empowered and assume primary responsibility
for their health and for the carethey receive.

5. Communitieswill play arolein the organization and integration of health
systems and in the delivery of health care services.

1. Every New Hampshire citizen will have access to necessary health care
servicesregardless of individual circumstance.

Access to care should not depend on ability to pay, employment status, age, gender,
geographic location, or any factor other than a determination of individual need. This
means, in part, that services must be affordable to everyone. Affordability, in this sense,
means using subsidies to adjust payment for care (either premiums or direct contributions
for care) based on income.



Universal access requires, among other things, the existence of abasic or standard benefit
package that is available and (through targeted subsidies) affordable to everyone and that
is sufficiently comprehensive to cover all necessary care. The basic or standard package
may need to be customized for the populations that are being served (e.g., children need a
different set of services than adults and persons with disabilities often have special needs
for medical equipment and pharmaceuticals).

Universal access to necessary care is not simply a matter of insurance coverage, even if
such coverage is adjusted to the special needs of different populations. Needed services
must be available as well as affordable, particularly for persons in rura areas and some
underserved urban areas and for those with long term or high cost needs. Access exists
only when an appropriate mix of providers is present in the community. This includes
providers of non-medical, hedth related services, such as respite serviced] or
transportation assistance, that address the needs of the individual and the family. Some
services are not (at least at this stage of the health care system's development) amenable
to managed care or the operation of the insurance marketplace. Assuring the availability
and affordability of such services is a matter of assuring the existence of a safety net of
community-based social service and health care providers.

2. The health care system will be based on desired health outcomes as deter mined
by well-defined indicator s for measuring health.

The transition from understanding of health care as essentially treating illness to health
care as promoting well-being leads to an increased emphasis on heath outcomes. The
health care system should be evaluated and shaped on the basis of desired health
outcomes.* Health Status Indicators and Health Status Goals should play an important
role in developing guidelines for change in the health care system (see pages 14-16). This
means an increased emphasis should be placed on prevention and wellness. Currently,
many care systems are illness-oriented and focused solely on the delivery of medica
services. By making better use of public health expertise, by restructuring incentives to
providers, insurers, payers and consumers, and by adjusting the criteria for allocating
resources, the health care system could be designed to promote desired health outcomes
as determined by well-defined indicators for measuring health.

3. The health care system will emphasize quality of care and focus on controlling
costs.

In the rapidly evolving and increasingly bottom-line oriented health care system, there
should be greater emphasis on preserving and assuring adequate quality of care. Managed
care should be monitored and incentives used to ensure that it promotes the best care and
not just the best price. If managed care case managers are able to limit choice of provider
or services, they should be subject to the same quality of care standards as are health care
providers. Case management should not be carried out in such a way as to harm the
therapeutic relationship between the provider and the patient. With the advent of
managed care, the degree to which health care services are consumer sensitive and
consumer responsive ought to increase rather than decrease.


http://www.dhhs.state.nh.us/Planning/HlthCSys.nsf/aac7d56ca8fd884b852563be00610639/f5aaf37a67e538d68525660b00666313?OpenDocument#3%20Respite%20se

The member of a health plan must play a prominent role in assessing and improving the
quality of care. Consumers should have access to improved processes for seeking
resolution to problems. Consumer satisfaction and functional® outcomes should receive
equal weight with evaluations of technical competency and clinical procedures. Patients
must be treated with dignity and respect and in a manner that is sensitive to cultural and
socioeconomic differences. Consumers should be given a more active role in improving
the quality of services by alowing them to articulate an assessment of the care they
received (or did not receive as promised in their contract) and holding providers and
insurers accountabl e to respond to that assessment.

4. Health care consumers will be empowered and assume primary responsibility for
their health and for the carethey receive.

Consumers should have sufficient information to exercise informed choice regarding
their own health. Choice, in this context, is defined as the ability to choose (or retain) a
provider as well as the exercise of personal autonomy - i.e., the ability to control what
SErvices one receives.

Consumers need improved information and education in order to make the exercise of
choice meaningful, to promote individual responsibility, and to improve the quality of
care. The quality of the lives of citizens could be improved if they had better information
and training about the impact of their behavior on their lives (smoking, drinking, diet,
exercise, drugs, risky sexual behavior, etc.) and better guidance and assistance for self-
help. In addition, the system could be used more wisely and consumers would be better
informed if they knew how to assess the quality of providers or health plans that were in
their community (e.g., if "report cards’ existed that compared health plans or providers
on similar quality standards). Consumers would also have a much better experience with
the hedth care system if they understood how the system should be used, what the
provider responsibilities are and what the patient's responsibilities are. Thisis an essential
step in promoting individual responsibility.

The individua also plays an important role in improving the viability of the current
market-based approach to managing costs. Individuals should have better access to
information about the cost of their health care decisions. All individuals should pay
something towards the cost of their care, if only a small amount.®

5. Communities will play a role in the organization and integration of health
systems and in the delivery of health care services.

The term "communities" can be defined in two ways: as a group of residents in a specific
geographic area with distinct regional characteristics, and as groups of individuas
(usually statewide) who have, or are relatives of individuals who have, specific physical
or mental conditions. In either case, communities should play a strong role in identifying
community needs and ensuring access.



Market-based solutions should not be pursued at the expense of communities.
Community needs and preferences should be built into market solutions. The increasing
consolidation of the market (e.g., such as the merger of two health plans) should not
result in the neglect of the needs of individua communities. (Some participants in the
Health Care Planning Process wanted community-based institutions and providers with a
historical commitment of service to alocality to be given preference to competitors from
outside the area.) Finally, cooperative solutions developed by consumers and local
providers should be preserved and protected - e.g., the community care system for
persons with developmental disabilities.

Communities are also essentia to the task of improving the integration and coordination
of care. Savings could accrue if the duplication of efforts among providers could be
reduced and the coordination of care within and between medical, mental health and non-
medical health-related service providers could be increased. Administrative costs could
be reduced, particularly if there was a streamlining of programmatic requirements from
state and federal government. This integration and coordination must take place primarily
at the community level. Thisis particularly true with long term care and services for the
chronicaly ill, where there is a need to integrate a diverse set of community resources to
support individuals and families in the community with a continuum of care.

This emphasis on community should be tempered by the fact that health care decisions
must remain persona decisions. Not al localities have the expertise to make policy
decisions about health care and some participants feared that communities might punish
unpopular members.

While not an explicitly stated value, acommon theme that ran through the planning work
and strategy development was that the effort to control health care costs through private
markets should be informed by consideration of the limits of markets.

The cost of health careis abarrier that needs to be overcome in order to achieve universal
access to care. The theoretical assumption behind the current trend toward mergers,
networks and managed care is that the cost barrier can be overcome through a market-
based approach. However, the market, especially in the context of health care, is not a
panacea.

First, a purely market-based approach to health care would never reach universal access.
Markets ration by the ability of individuals to pay for goods and services, and there will
always be many individuals who cannot afford to pay for the health care that they need. It
IS not appropriate to ration health care based on ability to pay. Second, steps need to be
taken to improve the operation of the health care market before there can be an effective
market solution. For example, consumers and purchasers must be empowered with
information and choice in order to create meaningful competition based on the value of
the services provided. Similarly, incentives to providers, insurers, purchasers and
consumers need to be structured to promote cost effective practices and systems and to
maintain an appropriate balance between investment in high-tech care and providing for
basic health needs. Third, a market-based solution may never be appropriate for some



populations with special needs. Finally, community needs, community-based institutions
and providers, and community-based cooperative solutions should be considered with
market solutions.

Generdly, it isthe role of the state to monitor the health care market and to ensure that it
operates in a manner that is consistent with the interests of consumers. In this regard, the
State should make a special effort to streamline and standardize regulatory requirements
and information systems to eliminate duplication.

Health Goals

After an extensive discussion of the definition of heath and the indicators by which
health status ought to be measured, the members of the District Councils were asked to
articulate a vision and goals statement for the health status of New Hampshire citizens.
The result was the following statement.

New Hampshire Health Status Vision and Goals

To ensure that New Hampshire residents will enjoy the highest quality of life
attainable, the New Hampshire Health Care Plan will promote univer sal accessto
necessary and appropriate health and social services. The Health Care Plan will be
a strategy for achieving the Health Status Goals (see Table 2). The Hedth Status
Indicators that are associated with the goals will provide benchmarks for measuring
New Hampshire's progress in achieving health and well-being. The Plan, the Goals,
and the Indicators will be developed with input from hundreds of New Hampshire
citizens.

Table 2

Health Status Goals

1. New Hampshireresidentswill live with independence and satisfaction as
contributing member s of their communities.

2. New Hampshireresidentswill live with a minimum of disease and disability.

3. New Hampshireresidentswill livein safe and supportive homesand
communities.

4. New Hampshireresidentswill live free of environmental hazards.

(63}

New Hampshireresidents will have the educational and economic
opportunitiesthey need to realize their full potential.

IS

New Hampshire residents will choose behaviorswhich contribute to health
and well-being.




The definition of "heath" adopted for the health planning work describes a state of
complete physical, mental, and social well-being. The supporting Health Status Goals
address a broad array of factors affecting the quality of life in New Hampshire. It
becomes clear that the health status of the population or of an individual is only partially
determined by what we traditionally think of as the health care system - the sum total of
all people, institutions, relationships, laws, regulations, customs and practices involved in
the financing and delivery of health care. Factors such as the physical environment,
education, income, and lifestyle are more determinative of health status than the health
care system. A more complete perspective on the impact of the health care system and
other forces on health statusis suggested in Figure 1.”
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Health is influenced in the first instance by environmental, demographic, socioeconomic,
behavioral, cultural, and epidemiologica forces. Many of these forces affect a society's
health in ways that are largely independent of the health care system. One example is the
expanding elderly population. Although the health care system may respond to this
demographic change by developing new approaches to health care that address the
special needs of this group, it is not likely that the system will be able to prevent an
overal increase in the incidence of age-related illness. The effects of these forces will
also depend on the responses of other systems, markets and other players that are not
directly involved in the health care system. For example, cigarette manufacturers may opt
to conceal information about the harmful effects of smoking and promote smoking
among young persons as a behavioral norm with disastrous consequences for the public
health.



It is clear that even if the hedth system values described above were completely
actualized, this would not be sufficient to ensure the fulfillment of the health status goals.
The hedth system values are merely intermediate values and not ends in themselves.
They are valued as means for the efficient and equitable promotion of the ultimate goals
for health status.

For these reasons, a comprehensive plan for achieving the health status goals should
address a broad range of values and recommendations involving every system,
institution, market, or player that is significantly related to any of the forces affecting
health status.

Taking the Measure of New Hampshire's Health

The New Hampshire health care planning work began in the late fall of 1995 with the
development of the Health Status Indicator Inventory. Hundreds of consumers, health
and socia services providers, advocates and officials from 40 states were interviewed.
Before individuals were asked to recommend general goals for the heath care system,
they were asked to propose concrete examples of health. From the outset, people defined
health broadly and did not think solely in terms of medical care.

The initial draft of the Health Status Indicator Inventory was reviewed by most of the
contributors, plus units within the Department of Health and Social Services, the District
Councils and anyone else who requested a copy. Additional revisions were made with
particular attention to selected populations (e.g., substance abusers, elders,
developmentally disabled and others). While the Health Satus Indicator Inventory was
being revised, the District Councils assisted the Department in developing New
Hampshire's Health Satus Goals (that were listed above). Next, the District Council
members used the Health Satus Indicator Inventory to identify the areas that should be
included under each Health Satus Goal. The Inventory contains 284 indicators; the goals
and their indicator areas are listed below.

1. New Hampshire residents will live with independence and satisfaction as
contributing members of their communities.

= Ability for self-determined treatment
and management
Transportation

Community participation
Reported sense of well-being
Levd of insurance

= Child care Employment rate
= Housing tenure or ownership Attendant care
= Respite care Access/availability of services

Independent skillsinstruction



N

. New Hampshireresidents will live with a minimum of disease and disability.

= Immunization rates =  Prenatal care

= Cancer incidence = Neonata health

= Deathrates = Infectious disease

= Prevalence of disability = Primary care access

= Arthritis, diabetes = Behavioral health access

= Dayslost from work = Substance abuse and alcohol
= Dental hedlth = Chronic disease incidence

= Prevaence of mental illness = Disease outbreaks

= Prevention services

3. New Hampshireresidentswill livein safe and supportive homesand
communities.

= Violence and abuse; domestic assault = Placement outside community
= School drop-outs = Children who move during the
= Crimerate school year

= Exploitation and neglect =  Homelessness

= Teenbirthrate = Divorcerate

= Adequate housing = Child support enforcement

= Unintentional injuries = Senior fraud

= Accessible public facilities

4. New Hampshireresidentswill live free of environmental hazards.

= Cleanair =  Workplaceinjuries

= Fluoride = Digposal of toxic waste
= Lead = Asbestos

= Clean water = Safefood

=  Occupationa hazards = Noise

5. New Hampshireresidents will have the educational and economic opportunities
they need to realize their full potential.
= Job training opportunities

= Specia education = School drop-out

= Leve of education = Early childhood devel opment

= Enrichment activities = Job satisfaction

=  Employment rate = Scholarship/financial assistance
= Incomelevels = Adult education

= Job availability = Employee/family benefits



6. New Hampshireresidents will choose behaviors which contributeto health and
well-being.

= Smoking = DWI

= Seatbelts = Auto crashrates

= Substance abuse =  Water safety

= HIV/STDs =  Teen birth rate

= Physical fitness = Handguns

= Nutrition = School health education
= Helmet use

As a continuation of the health planning work, the Department will develop public-
private partnerships to consider three issues:

=  Which indicators should be included among the "key" indicators (a short list of
important indicators)?

=  What strategies would permit and foster the devel opment of readily available data for
the health status indicators?

=  What strategies can be employed to collect datathat is not presently available?



The Health Care System

The following strategies for State® action focus primarily on the medical services
component of the health care system. There are a number of reasons for this approach at
this stage of the development of the New Hampshire Health Plan.

The health care sg/stem continues to evolve rapidly in response to both private and
public initiatives.” Mergers and aliances among providers, insurers, and purchasers are
occurring at a breathtaking pace.’® The Medicare and Medicaid programs are moving
toward privatization, and health insurance reforms continue to be the frequent subject of
legislation on both the state and national levels. In this environment, it is prudent to focus
health planning resources on identifying goals and guidelines that can be used to manage
this rapid change.

Thereisa practical advantage to focusing initially on the health care system in that
its effects on health status are more immediate. Although factors such as education
and income appear to have much larger effects on health status than does access to health
care,'! the benefits of an investment in heart surgery, for example, are immediate and
measurable, while the benefits of a similar investment in college scholarships for low-
income youths would be difficult to measure.*? Even though the aggregate health benefits
to society of the latter might be larger, they would be more difficult to isolate and to
justify the investment.

Considerations of equity and social justice also tend to focus attention on the health
care system. Many participants in the Health Care Planning Process felt that the current
health care system fails badly on this scale. For New Hampshire's uninsured citizens, it
fails to fulfill the first health value - that every New Hampshire citizen should have
access to necessary health care services regardiess of ability to pay.

Other components of the health care system (as defined on page 13) are addressed in :

= determination of a health insurance benefit package (recommendation 3).

= determination of the scope, funding sources and providers of safety net services
(recommendation 7).

= promotion and support of health-related non-medical services (recommendation 8).

= determination of research topics (recommendation 24).

= innovation in the delivery of health and social services (recommendation 25).



ll. Strategies For State Action
Last Revised: 11/12/98

Among most of the 1,000 citizens who participated in the different health planning
forums, the proper response of the State was often discussed in terms of different and
often competing roles and responsibilities with communities and the private market. Most
citizens expressed the need for a balance between the State, communities and the market.
Each had strengths and weaknesses. No one viewed any approach as always preferable to
the others. If there was any common perspective across discussants it was that the State's
role should be minimized and that as many functions as possible be assumed by
communities and the private sector.

A majority of individuals suggested that the State should be responsible for two major
goals:

= promoting the health status and well being of its citizens.

= assuring that needed health care goods and services be available to al New
Hampshire residents regardless of their ability to pay.

The changes in the health care system required a review by the State of the policies and
procedures that it will keep, those that it would eliminate and those it will change. The
health planning work assisted this review. District Council members and other planning
participants identified functions that they believed were or should have been within the
jurisdiction of the State:™

= Thedesign and application of health benefits.

= Thefinancing of health benefits.

= Assuring the quality of care.

= Assuring the fiscal solvency of risk bearing entities.

=  Mediation.

=  Development of an information infrastructure.

= Monitoring and supporting communities.

= Monitoring and supporting markets.

The roles envisioned for the communities were not as extensive as those seen for the
State. No one felt that any existing agency or organization could represent al of the

health and socia service interests at the local level. However, a number of individuals
believed that entities were forming or could be formed that would allow communities to



act as a partner with the State on all state-funded programs; to participate in market
solutions; and control local markets for certain populations.

The functions that were identified as being within State jurisdiction are addressed in the
four primary strategies outlined in this section:

= promoting access to health care coverage while controlling costs;

= protecting and empowering consumers;

= re-defining public hedth; and

= partnering with communities.

There are a total of 27 recommendations for implementing these strategies. Each
recommendation has a brief explanation, e.g., monitor the number of uninsured in order
to assess the impact of market and legislative actions. Some of the recommendations can
be prioritized and achieved under existing administrative authority. Others will require

legislative deliberation and action.

The following index of the recommendations is presented to guide the reader to areas of
specific interest. Anindex is also included as Appendix C.

A. Promoting Access To Health Coverage While Controlling
Costs

Recommendation 1. The Department of Health and Human Services, the Department of
Insurance and the Office of the Attorney General, together with market participants,
should jointly monitor and respond to market behavior.

Recommendation 2. Monitor the uninsured and underinsured to track the effectiveness of
the changing market in addressing their needs.

Recommendation 3. Consider establishing a standardized set of benefit packages for the
health insurance market.

Recommendation 4. Consider establishing a risk adjustment system for the health
insurance market.

Recommendation 5. Establish a statewide health insurance purchasing alliance for small
employers and for individuals.

Recommendation 6. Provide a subsidy for the purchase of private insurance coverage for
those who are uninsured because they cannot afford it.



Recommendation 7. Determine the scope of "safety net" services that should be available,
the necessary level and sources of funding to maintain these services, and who should
provide the services.

Recommendation 8. Support and promote systems that coordinate health-related non-
medical serviceswith medical care to improve outcomes.

Recommendation 9. Revise the role of Certificate of Need to keep pace with the rapidly
changing health care market. (Page 42)

Recommendation 10. Work with communities, market and provider representatives to
establish both minimum standards of adequacy for the delivery system and a process and
incentives for encouraging providers to practice within medical shortage areas or areas
that do not meet minimum standards of adequacy. (Page 44)

B. Protecting And Empowering Consumers

Recommendation 11. Establish an independent mediator, with the authority to make
recommendations, for disputes arising among consumers, providers, health insurers and
managed care organizations. (Page 43)

Recommendation 12. Create an independent consumer hotline for complaints regarding
health insurance coverage. (Page 48)

Recommendation 13. Promote and participate in an organization which would develop
innovative quality monitoring and improvement activities. (Page 50)

Recommendation 14. Develop a coordinated monitoring policy for al health care
services for which there is current State Legidlative or regulatory authority. (Page 51)

Recommendation 15. Develop the capacity to provide data that allows citizens to review
the health status of communities and the statewide population; to understand the
performance of State and market functions; and to understand the status of community
concerns. (Page 53)

Recommendation 16. Promote the private development of information that helps improve
the health status of New Hampshire citizens and the operation of the health care system.
(Page 54)

Recommendation 17. Establish licensure for health care organizations that bear financial
risk based on a formula that adjusts capital and reserve requirements to the number of
covered lives served by an organization, its structure, and the percent of risk that the
organization will assume. (Page 56)



Recommendation 18. Develop guidelines governing the transfer of financia risk from
one entity to another. (Page 57)

Recommendation 19. Establish the capacity to track the number of self-insured plans,
require such plans to disclose to their enrollees that they are self-insured, and provide
support and guidance to individuals insured under such plans. (Page 58)

C. Re-Defining Public Health

Recommendation 20. Collaborate with the Turning Point Steering Committee to reassess
the functions of public health. (Page 61)

Recommendation 21. Determine whether current baseline monitoring efforts are adequate
or should be expanded to monitor health risks and outbreaks. (Page 62)

Recommendation 22. Implement improved coordination of health promotion and
wellness activities across government agencies, managed care and other organizations.

(page 63)

Recommendation 23. Determine the level of support which the State and private entities
(such as managed care organizations) ought to provide to public and private health care
provider training programs. (Page 64)

Recommendation 24. Determine the critical areas for public health and public research
and establish criteriafor public and private funding. (Page 65)

D. Partnering With Communities

Recommendation 25. Maintain and protect the Health Care Transition Fund to support
innovations in the delivery of health and social services. (Page 72)

Recommendation 26. Retain the District Councils as a permanent part of health planning
and policy development. (Page 75)

Recommendation 27. Develop operational standards for community benefits, with
representatives from communities, non-profit providers, and representatives from the
Department of Insurance and the Office of the Attorney General, that reflect community
values. (Page 76)

! Twenty-two discussion groups served as proxies for the State's citizens. The groups ranged in size from 6
to 40 members. Some of these groups consisted of individuals with similar backgrounds or concerns (e.g.,
hospital administrators or individuals with disabilities) or mixed gatherings of citizens representing the
concerns of different provider groups, business, government and citizens (e.g., the seven district councils.)
The participants were not randomly selected. They were either members of groups; recommended by
individuals within the Department of Health and Human Services or the Executive Counselors; or selected



by the Executive Counselors. The goal wasto elicit arange of different perspectives from people actively
engaged in the provision, use and purchase of health care.

2|n 1993, the New Hampshire legislature engaged in a similar exercise and passed a resolution stating
principles upon which a universal health care program in New Hampshire should be based. They are as
follows:

1. Universality: all individualsin the state have aright to high quality, comprehensive health care
regardless of employment status, health status, gender, age, personal resources, or geographic
location

2. Accessibility: everyone should have equal access to health care providers and to the information
necessary to make informed choices.

3. Comprehensiveness: all necessary health care is covered, with an emphasis on preventive care and
the promotion of wellness.

4. Affordability: health care must be affordable for all individualsin the state. Costs must be
distributed equitably, based on ahility to pay.

5. Cost Control: there must be cost control and capacity containment.

6. Accountability: individually and collectively, directly and through elected representatives, all
individuals must be empowered to influence and improve the health care system continually.

% Respite services are when professional care is provided in place of family care for an individual living at
home; it might consist of placement in an institution or paid help at home.

* Health outcomes refers to the patient health status and satisfaction resulting from specific medical and
health interventions.

® Functional outcomes refers to the ability to perform regular activities of daily living.

® For very low income persons, however, the contribution must be truly nominal in order to prevent it from
acting as a barrier to needed care. Even afive or ten dollar copayment can be abarrier to needed care for
the very poor.

" Thisfigure is adapted from a model proposed by J.D. Wilkerson, K.J. Devers, and R.S. Givenin
Competitive Managed Care: The Emerging Health Care System. San Francisco, CA, Jossey-Bass
Publishers, 1997, p. 361.

& Throughout this report references to the State refer to the Executive, Legislative and Judicial branches of
government (this also includes the recommendation of the stakeholders advising the State, implementing
strategies and designing new solutions).

° Ginsberg, P. "A World in Transition." Business and Health, April 1996, pp. 60-62.

19 5610mon, J. "With or Without Y ou." Newsweek, Aug. 15, 1994, pp. 58-509.

" Fuchs, V.R. The Future of Health Policy. Cambridge, MA, Harvard University Press, 1994.

12 3.D. Wilkerson, K.J. Devers, and R.S. Given in Competitive Managed Care: The Emerging Health Care
System. San Francisco, CA: Jossey-Bass Publishers, 1997, p. 359

13 See The State, Communities and Individuals: Roles and Responsibilitiesin New Hampshire's Health Care
System, NH DHHS, Concord, NH, February, 1997 for a detailed discussion of this topic.



. Strategies for State Action:

A. Promoting Access To Health Care Coverage While

Controlling Costs
Last Revised: 11/12/98

New Hampshire continues to enjoy the benefits of a strong economy and is among the
nation's leading states in terms of the overall health of its residents. Despite this good
news, New Hampshire's health insurance market still leaves an aarming number of
people without health insurance coverage at considerable cost to the State's health care
system in terms of uncompensated care and health insurance premiums. According to a
December 1997 study commissioned by the New Hampshire Insurance Department,
10.9% of New Hampshire's 1.2 million residents were without health insurance in 1996
approximately 130,000 persons.

A Coordinated, Multifaceted Reform Strategy

The challenge in addressing the problem of the uninsured through a voluntary approach is
to coordinate the effort with other health reforms so as to avoid expending resources on
initiatives that fail to eliminate the root of the problem or that merely shift the problem
from one area to another. The strategies and initiatives outlined here are designed to
improve access to health insurance coverage and control costs through incremental
reforms that address all aspects of the health insurance market and that are coordinated to
achieve maximum combined effect.

The core strategy is three-fold:

1. pursue continued insurance market reforms to enhance competition and discourage
risk selection;

2. organize purchasing activities to enhance competition; and

3. subsidize private market coverage and support safety net providers and delivery
structures.

Figure 2 provides a pictorial depiction of this approach. A number of synergistic effects
are achievable through a coordinated approach. For example, in order to maximize the
effect of providing a subsidy for insurance coverage, it might be advisable to provide the
subsidy through a group purchasing mechanism (such as a purchasing alliance or existing
employer coverage). Similarly, any comprehensive program to provide a subsidy for
insurance coverage must be accompanied by a regulatory effort to address the problem of
financing coverage for high cost patients. If insurance carriers are allowed to shift high
cost patients to the subsidy program, the program could become financialy
insupportable.
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Most participants in the health planning work felt that the State should adopt as a priority
the goal of universal health care coverage for New Hampshire's citizens. As used in this
context, "universal coverage" means that 100% of the residents of the State have
coverage. Most planning participants also felt that coverage expansion should be based
on voluntary participation by individuals and employers. It is important to note that
voluntary participation and universal coverage are not completely compatible goals. This
is because voluntary participation means that there can always be a group of individuals
and employers who can afford to purchase health coverage but do not. If that is the case,
universal coverage can be a goal but it may not be achieved in a voluntary system. No
country that has achieved universal coverage has been able to do it without mandatory
participation (no one can choose not to be covered), mandatory financial contributions,
and government controls over total expenditures.

What is more achievable in avoluntary system is what we might call "universal coverage
availability." Universal coverage availability exists when al persons wishing to have
coverage do in fact have it. The following recommendations developed from the health
planning work are designed to promote universal coverage by way of universal coverage
availability. This approach recognizes that expansion of coverage must be incremental
and is dependent upon the funds that are available as well as the existence of sufficient
political and popular support.



1. Pursue continued insurance market reforms to enhance competition
and discourage risk selection.

Many advocates for heath care reform have proposed that only competition and private
markets will be capable of controlling costs, ensuring access, and maintaining quality of
care. However, a market solution is viable only when there is a sufficient level of market
competition. The market benefits derived from pure competition (minimum costs,
maximum efficiency, high quality of care) do not necessarily accrue in the current health
care environment. For markets to maximize benefits, there must be a large number of
buyers and sellers, a uniform product, minimum barriers to entering the market, and
complete information availability on the cost and quality of the services being sold. These
conditions are not present in the health care market. The barriers to competition in the
health care market which must be addressed if a market-based approach is to succeed are
asfollows:

= Consumers and purchasers have inadequate information about the cost, quality and
effectiveness of the services being purchased.

= Consumer choiceis limited.
= Consumers of services are often not the buyers of services.
= Health benefit plans are not readily comparable to another.

= There are incentives in the health insurance market that are unrelated to efficiency or
value, most importantly, the strong incentive to minimize costs by avoiding high cost
individuals.

= Dueto market consolidation, some health insurers and providers approach
monopoly™ or oligopoly*® power.

The State cannot and should not attempt to create perfect competition in health care. The
public policy goadl is to determine when the imperfections are acceptable and serving the
best interests of the citizens of New Hampshire, and when they are not. The market
should be subject to empirical tests. If it works, the State should refrain from being
involved. When the system is not working, the State should intervene or assist the
market. Market participants are key to developing those standards by which market
performance would be assessed. This section explores interventions that are likely to
promote this latter goal.

Interagency Coordination of Market-Related Functions
Recommendation 1. The Department of Health and Human Services, the

Department of Insurance and the Office of the Attorney General, together with
mar ket participants, should jointly monitor and respond to market behavior.



When economists discuss the market in health care they either dismiss its application
because the health care system fails to meet the definition of a pure market or they
dismiss the imperfections as unimportant compared to the power and effectiveness of
market forces. In either case economists have failed to operationally define, in economic
terms, when the imperfect heath care market is working well and when it is not. If
markets are to be used to solve problems that have broad social and political implications,
then there must be operational standards that indicate when the State and communities
should intervene in the public interest and when they should refrain from disturbing
market behavior.

In order to support the proper development of market reform, the various state agencies
involved in the regulation of market behavior should jointly set standards for the proper
functioning of the health care market. There are three State agencies whose mission
directly concerns the status of the health care market: the Department of Health and
Human Services, the Department of Insurance and the Office of the Attorney General. A
coordinated approach to improving competition in the health care market and protecting
the public interest requires the concerted effort of these agencies.

This coordination can be achieved through the vehicle of an inter-agency agreement. This
agreement should address the following functions:

= development of standards for when the market is performing well and guidance for
when the market is performing poorly and require State intervention;

= assessment of current market conditions by comparing the performance of different
sellers (the insurance companies, health plans and providers), buyers (self-insured
individuals, private employers and government), and consumers,

= collection, analysis and distribution of information that will aid in monitoring market
behavior and in making decisions regarding market interventions; and

= establishment of a cooperative framework for monitoring and prosecuting anti-trust
violations, enforcing community benefit obligations, promoting competition,
subsidizing the purchase of coverage to ensure affordability for all, regulating
managed care, and for licensing risk-bearing health care organizations.

A Public Health Perspective

Recommendation 2. Monitor the uninsured and underinsured to track the
effectiveness of the changing market in addressing their needs.

Markets are designed to serve those who have money and income as efficiently and
effectively as possible. Markets work within the existing distribution of wealth. If you
cannot afford a good or service, markets will be unresponsive to your needs. That is the
nature of markets. From the perspective of promoting the health goals, it is important to
examine the impact of markets on the entire population including those who cannot
afford to make purchases in the health care market.



In order to track the effects of the changing market on the health status of the population,
the State should also track the effect, if any, those changes impose on those who cannot
participate in the market. Resources should be committed to improve the capacity of the
State to collect and accurately anayze this data. New Hampshire should sponsor an
annual survey on the health care coverage of its citizens.

The ability of the state to accurately define, assess, and analyze the scope of the problem
of the uninsured in New Hampshire has a direct bearing on the development and success
of public and public-private partnerships to expand coverage to the uninsured and
improve the health status of the people of New Hampshire.

Standardized Benefits

Recommendation 3. Consider establishing a standardized set of benefit packages for
the health insurance market.

There are three interrelated structural problems in the insurance market relative to health
benefit design, namely:

= The difficulty buyers have in doing comparison shopping. This is a particular
problem for purchasing coverage in the individual and small group insurance market.
Small purchasers must choose among different policies and plans that have different
and often obscure benefits and coverage limitations.

= Thesdler'sability to fragment the market and avoid expensive patients through
benefit design. If vendors exclude particular kinds of specialized care or coverage for
certain prescriptions, they also reduce the likelihood that people needing that care or
that drug will purchase that health plan. On the other hand by offering services that a
healthy patient would find attractive - e.g., membership in aheath club - the plan can
attract a disproportionate number of individuals with alow risk of beingill.

= The problems encountered in trying to evaluate the quality between different
benefit packages and health plans. When benefit packages vary across al plans, the
differences in heath outcomes or other quality measures may be attributable to
differences in benefit coverage and not necessarily the quality of care.

One approach to these problems is to encourage health insurers to offer a standardized set
of benefit packages. All covered persons would be able to choose among a number of
different benefit packages designed by the State in consultation with insurers.
Consideration should be given to whether these will be the only benefit packages that can
be offered by insurance companies and health plans. Establishing a set of standard benefit
packages can be effective in addressing problems of comparison shopping, fragmentation
of the market and quality while preserving choice of benefits.



Risk Adjustment

Recommendation 4. Consider establishing a risk adjustment system for the health
insurance market.*

Under fee-for-service, a high cost patient with indemnity insurance was a source of
revenue. Every time a service was rendered, the provider was paid. In the emerging
health care system, those incentives are reversed. HMOs and other risk bearing entities
are now often paid on a capitated basis - they receive afixed price per enrollee per month
for all of the services that person may need. Sometimes it is not only the health plan that
is capitated. Many of these plans also pay hospitals, physicians and other providers on a
capitated basis.

Capitation places a premium on healthy patients (the providers receive their fixed price
for each of these enrollees but incur little or no costs caring for these individuals) and
creates an aversion to sick patients (whose costs greatly exceed the revenue they
generate). If the population is ranked by use of service, the top one percent of the
population account for 30 percent of the health care expenditures, the bottom 50 percent
of the population for 3 percent of the expenditures. In the individual market in New
Hampshire, the situation is even more acute. The most expensive 1.5% account for 54%
of all health expenditures in that market.'” It is far easier for an HMO to make money by
avoiding expensive patients - a process referred to as risk selection - than it is to be
efficient or effective.

Some of this risk selection is the result of consumer choice - healthy patients that make
little use of the health care system will choose a less expensive plan. Some of this biased
selection is the result of how managed care organizations structure their benefits
(restricted access to specialists may discourage sick patients from enrolling); market their
services (managed care organizations frequently promote membership in health clubs in
marketing campaigns - a service clearly more attractive to heathier patients); or enroll
and disenroll patients.

Risk selection has long been recognized as an imperfection in the heath insurance
market. When a delivery system consists of a mix of capitated managed care plans and
fee-for-service plans, risk selection can actually increase the total amount of money spent
on health care. This occurs because managed care organizations often price the cost of
their coverage at rates that are dightly less than fee-for-service insurance coverage. If
managed care organizations can attract a healthier population than fee-for-service, then a
greater percentage of those remaining in the fee-for-service system will be infirm, and the
fee-for-service rates will increase. The result is "... a small amount of biased selection,
well within the range of current research evidence, is enough to increase total costs."*®

This problem persists even when the delivery system consists of only managed care
organizations. Risk selection means that some plans - those that are more proficient at
enrolling and keeping healthy patients and avoiding or getting rid of unhealthy patients -



will reap considerable profits that are unrelated to their performance. Other plans that
conscientiously deliver efficient and effective care to very sick patients will lose money.

Risk selection and risk segmentation in the market are phenomena that threaten to dwarf
all private and public efforts to craft incentives that promote efficiency and equity in the
health care market. While moving to standardized benefits packages allows the consumer
to make apples-to-apples comparisons of plans and discourages risk selection based on
benefit design, it does not get to the heart of a health plan's capacity to risk select. Failure
to adequately address risk selection will continue to have serious consequences both for
access to care among vulnerable populations, and for the financia viability of health
plans.’® In order for competition to work, health plans must compete only on efficiency (a
comparison of output - a medical service - with the cost it took to produce) and quality
and not on their ability to selectively enroll healthy patients or disenroll the sick.

The federal government and managed care advocates have proposed that the solution to
risk selection is a system of payment adjustments to heath plans known as risk
adjustment.®® There are two types of risk adjustment: prospective and retrospective.
Under retrospective risk adjustment, all of the health plansin a market are required to pay
a portion of their premium income into a pool which is used to reimburse the plansin a
manner that is proportional to the number of high cost patients for which they are
responsible. In prospective risk adjustment, at the beginning of each year - before their
enrollees use any services - an individual's capitation payment to the HMO would be
increased or decreased based on their characteristics (e.g., age, sex, residence, etc.) that
contribute to their probability of being sick.

There are several approaches the State could take:

= as empirically sound prospective adjustments become available those adjustments
could be incorporated into the capitation payments for State employees and Medicaid
recipients;

= mandate coverage for high cost casesfor all State residents;

= set up afund that is dedicated to high cost patients so that retrospective adjustments
could be made to health plans;

= monitor enrollment and disenrollment of high cost patients among the health plans
and;

= monitor health plans to assure that patients receive the medically recommended
protocol for the specific conditions involved.



2. Organize Purchasing Activities to Enhance Competition.

Recommendation 5. Establish a statewide health insurance purchasing alliance for
small employersand for individuals.

A hedth insurance purchasing alliance is a private organization that secures health
insurance coverage for the workers of member employers who have chosen to participate.
The primary goal of such an aliance is to obtain better value (cost and quality) in
purchasing health insurance by consolidating responsibilities and resources. A purchasing
alliance can also foster competition (by reducing risk selection and assisting employees to
choose a health plan) and reduce the overal level of the uninsured (by making insurance
more affordable).

Functions that a purchasing aliance performs are:

negotiating and contracting;

= marketing and enrollment;

= premium collection and distribution;
» dataanalysisand evaluation; and

= plan performance measurement.

A health insurance purchasing alliance builds on market reforms and operates best with
the kind of insurance reforms that are working in New Hampshire.

The planning work revealed a great deal of interest in the concept of a statewide
purchasing alliance for the small group market and perhaps (separately) for the individual
market. It is believed that this could address some of the problems small employers and
individuals face in purchasing coverage. The consolidation of health plans and provider
groups gives small buyers even less power than they had before. Since 94% of the
employers in New Hampshire have fewer than 100 employees and 70% of New
Hampshire's employees are in firms with fewer than 100 employees, the small employer's
ability to select a health plan at the best possible price might need to be augmented. The
experience in California, Florida and other states that have state sponsored purchasing
cooperatives for small businesses is encouraging.* Through group purchasing, small
businesses and individuals have access to a wider range of choices at less cost. The
experience from other States indicates the need to keep the cooperative open to bids from
al health plans and to encourage independent insurance agents or brokers to sell the
cooperative's products.

Some purchasers will prefer to form a coalition for reasons other than purchasing health
insurance as one group. The New Hampshire Heath Care Purchasers Roundtable is an
example of such a coalition. Larger purchasers of health coverage in New Hampshire,



both public and private (including the Department of Health and Human Services), have
come together to form the Roundtable.

(See also APPENDIX B for further discussion of the Health Care Purchasers
Roundtable).

3. Subsidize Private Market Coverage and Support Safety Net Providers
and Delivery Structures.

There are two significant factors that contribute to the lack of health insurance coverage.
Thefirst isalack of access to insurance through an employer. Slightly over half (51.2%)
of all uninsured persons in the United States work full time, and 59% of all uninsured
children live in families with a full time wage earner. The second is alack of affordable
coverage. Even though a majority of the uninsured work full time, the lack of affordable
health insurance options plays a large part in the inability of the uninsured to obtain
health care coverage. Hedlth insurance premiums in the individual market are ssimply
unaffordable for many low wage workers. While more employers offered health
insurance during the late 1980s though mid-1990s, more employees declined coverage
due to the shift of the cost of increased premiums and out-of-pocket costs to working
families.?? Research indicates that families do not have enough disposable income to
purchase health insurance until family income reaches 250% of the federal poverty level,
or $41,125 for afamily of four.?®

New Hampshire exceeded the national average of employers who offered health
insurance - ranking 9th among the 50 states and the District of Columbia (all 6 New
England states ranked in the top 15).%** Nationally, the firms most likely to offer health
insurance coverage are the larger, older, unionized businesses, with fewer low-wage and
part-time workers. Businesses in retail, construction and agriculture/forestry/fishing are
the least likely to offer health insurance to their employees. Table 3 shows how NH
businesses compared to the United States.



Table 3

Private Establishments, Percent Offering Health Insurance, and Percent
with Other Characteristics®

uS NH NE Avg NE Range
%

Number of 6,276,800 33,300 58,000 20,400 - 149,800
Establishments
Per cent offering 51.6 57.5 59.1 55% - 64.5%
health insurance
Rank 9 3-14
Per cent with 50% or 16 12 119 99-14
mor e employees that
are low-wage
Per cent 33.2 37.7 31 20.9 - 37.7
unincor por ated
Per cent in business 124 13.6 12.2 104 - 148
lessthan 5 years
Percent in retail 23.2 30.4 24.2 19-304
Per cent with 75% or 60.3 56.1 54.7 52.6-57.9
mor e employees that
arefull-time
Percent in 8.1 8.3 9.2 6.9-11.8
manufacturing
Per cent in multi- 138 133 11.8 10-13.3
Statefirm
Per cent with union 3.2 0.9 2.2 0.9-4.2*
employees
Percent in 78.7 69.1 76.3 29.9 - 100

metropolitan area
* Includes two states (ME (1.5%)and VT (1.3%)) whose figures did not meet the standard for reliability or
precision.

While the news was good regarding the percentage of businesses that were offering
health insurance in New Hampshire (at the time of the study), it was tempered by the fact
that NH also had higher percentages of businesses that are less likely to offer coverage -
newer, non-unionized and retail firms. In addition, there are fewer firms in the State that
have more than 75 percent full-time workers (NH firms are also primarily small
businesses).

The discussion below on Subsidizing Private Market Coverage can be referred to as a
"population-based" solution - the responsibility would be placed on the individua to
choose health insurance coverage (another alternative would be to subsidize an
individual's coverage through his or her employer - or an "employer-based" solution).



Subsidizing Private Market Coverage

The District Councils supported the incremental implementation of voluntary health
insurance coverage. In order to expand the opportunities for New Hampshire's uninsured
to purchase health insurance coverage, the State must determine:

+ the scope of the health care benefit package and its probable cost;

« who will be eligible for the benefits package;

+ the best estimate of numbers of uninsured children and adults in the state;

- theamount of revenue needed to support the expansion of insurance coverage; and
+ the process of establishing and administering the expansion.

Principles of Expansion. District Councils discussions have yielded a consensus on a
number of key aspects of financing coverage. In short, the debate about how to best
further the goal of achieving universal coverage for health insurance revolved around the
appropriate role of government in regulation of the health care market. A large mgjority
of participants agreed that the following principles should be part of any expansion of
coverage.

- Health care coverage, especialy preventive care, for the uninsured is a State concern.

« All individuals should pay something towards the cost of their care, no matter how
small an amount.

+ Individuals should contribute to the control of costs, i.e., engage in preventive
behaviors such as not smoking and exercising on aregular basis.

« The Stateisresponsible for establishing the benefit package that will be available to
the uninsured.

« Thecost of coverage should be subsidized for individuals who could otherwise not
afford it.

« Theexpansion of coverage should not encourage employers to drop private coverage
for some employeesin favor of public coverage (the "crowd out" phenomenon).

Recommendation 6. Provide a subsidy for the purchase of private insurance
cover age for those who are uninsured because they cannot afford it.

The expansion of coverage to the uninsured would be accomplished incrementally. Step |
of would expand opportunities to purchase health insurance coverage for a large portion
of the uninsured children in New Hampshire. Children living in families that earn
between 185% and 300% of the poverty level would benefit from this program. Coverage
would be available on a subsidized basis dependent upon the family'sincome level.



Step |1 would expand opportunities for uninsured adults to purchase health care coverage.
Families earning between 100% and 300% of the federal poverty level would qualify for
this program. As with the children’'s expansion, adult coverage would be available on a
subsidized basis dependent upon family income.

All options for expansion of coverage to the uninsured require cost sharing between the
federal government, the State, and individuals. Individuals would contribute to the cost of
expansion through premium payments, some portion of which would be subsidized
dependent upon family income. The federal funds would flow from three sources: the
current Medicaid Program, the Children's Health Insurance Program (CHIP) established
under the 1997 Balanced Budget Agreement, and dollars available through a Medicaid
Managed Care Waiver proposal.

Step |. Expansion of health insurance coverage to uninsured children.

Medicaid Outreach. It is estimated that 40-50% of NH children eligible for Medicaid
are not enrolled in the program in New Hampshire. Of the estimated 18,000 uninsured
children, approximately 8,000 of these children are presently eligible for Medicaid. The
1997 Balanced Budget Act which established the CHIP requires states to enroll al
eligible children into Medicaid and provides federal funds for outreach.

In New Hampshire, children in families below 185% of the federal poverty level qualify
for Medicaid. Enrolling as many eligible children as possible into the Medicaid program
would reduce the number of the uninsured. The federal government would finance one
half the cost of enrolling the estimated 8,000 eligible children into the Medicaid program,
with the state paying the other half as a result of this expansion falling under the
extension of the current Medicaid program. Assuming the 8,000 children under 185% of
the federal poverty level would be covered under the Medicaid program, that would leave
approximately 12,000 children in New Hampshire between 185% and 400% of the
federa poverty level who would remain uninsured.

Child Health Insurance Program (CHIP). The most likely vehicle for the initia
expansion of coverage to children is the Children's Health Insurance Program (CHIP),
authorized under Title XXI, the 1997 Federal Balanced Budget Act. Under this program,
the federal government will contribute 65% of the cost of the expansion with the state
contributing the remaining 35%. Under the CHIP digibility formula, New Hampshire
children in families between 185% and 300% of the federal poverty level would qualify
for the program.

Medicaid Managed Care Waiver. Children living in families between 300% and 400%
of the federal poverty level could gain coverage through a Medicaid Managed Care
Waiver. The estimated cost of expanding coverage is highly variable, dependent upon
such factors as the premium cost of the benefit package, assumed program participation
rates, and the degree of cost sharing between the federal government and the State.



Step Il. Expansion of insurance coverage to uninsured adults.

Step Il of the initiative would expand opportunities for uninsured adults to purchase
health insurance coverage up to 300% of the federal poverty level. It is estimated that
there are approximately 100,000 uninsured adults in New Hampshire. The expansion of
health insurance coverage to adults is substantially more expensive than expanding
coverage to children - adults are more intensive users of the health care system - and their
health care claims experience is reflected in higher premium rates. As with the expansion
of coverage to children, the expansion of coverage to adults would be accomplished by a
combination of federal, State, employer and individual premium dollars.

Obtaining the Resources to Expand Coverage to the Uninsured

As briefly discussed above, expanding coverage to the uninsured depends upon a
partnership between the federal government, State government, and New Hampshire's
citizens. Obtaining the dollars necessary to expand coverage would require the re-
direction of current health care expenditures, the raising of new revenues, or both.

A number of other states have implemented initiatives to cover both uninsured children
and adults. In order to finance expansions of coverage, states have pursued a variety of
strategies, most of which fall into these broad categories:

« Limited pools of money that are non-renewable;

Re-allocation of current spending;

Dedicated revenues; and

« Employer dollars leveraged through purchasing alliances.
Limited pools of money that are non-renewable, such as:

+ Medicaid Enhancement Funds that NH Hospitals utilize for servicesto Medicaid
enrollees and other low income patients;

« dollarsfrom the federal Tobacco Settlement currently under negotiation between the
White House and the Congress; and

«  Community Benefit Agreements that arise from the sale or merger of non-profit
assets to another non-profit or for-profit entity (these agreements are negotiated by
the parties to ensure that non-profit assets being used to provide health care services
and benefits remain in the available community for that use).



Re-allocation of current spending through:

« individual accountability to improve health status and reduce costs through lifestyle
choices;

- application of research that indicates a wide variation in costs for the same medical
procedure in difference geographic areas (establishment of medical protocols holds
some promise for redirecting resources - outcomes research and best practices models
are examples of this approach);

+ rigorous analysis of current health care spending within New Hampshire to determine
where health care dollars are currently being spent and where reallocation is possible;
and

« redesign of categorical grant programsin order to decrease duplicative administrative
functions (which may require application for federal waivers).

Dedicated revenues, such as:

 cigarette tax increases dedicated to the subsidization of expansion costs ($1.8 million
israised for every penny increase in the cigarette tax - Vermont and M assachusetts
financed their health care expansions this way; CHIP is financed through the federal
tax on tobacco) and;

« provider taxes or health plan assessments (revenue raised from these sources would
comprise apool of dollars that could support coverage expansion).

A Note on District Council Reaction to Financing Options

During the month of January, 1998, the Office of Planning and Research staff held
meetings with the District Councils to identify their preferences for financing options to
support the expansion of health insurance coverage to both uninsured children and adults.
The information presented above (in Subsidizing Private Market Coverage) was
discussed with District Council members.

There was significant agreement among District Council members on the strategy to
cover uninsured children first, which was seen as a meaningful foothold to initiate a
program that could be expanded to adults. Most felt that the State would need to obtain
the funds from several sources concurrently (e.g., non-renewable revenue sources like the
Tobacco Settlement combined with dedicated revenues such as the cigarette tax). There
was also support for an assessment on health care carriers and the concept of purchasing
cooperatives. Some saw the purchasing cooperatives as a means of forcing efficienciesin
the health care market that might allow for re-direction of dollars.



Participants urged the State to use caution in redesigning any categorical grant programs -
block grants to communities could result in certain groups being excluded from services.
The adoption of any "block granting” process should be a financing mechanism that
permits community organizations to pursue a set of goals and objectives held in common
with the State.

Participants supported the concept of developing ways to capture savings from the
current health care system and re-direct them elsewhere, however, identifying the
mechanisms to accomplish this goal proved elusive. While members still thought savings
could be realized when individuals adopted healthier lifestyles, they recognized that this
was along term proposition.

What follows in the section on Safety Net Providers and Delivery Structures can be
described as a "provider-based” solution. Community health centers, hospitals, clinics
and other providers that disproportionately care for the uninsured and the underinsured
might require direct financial subsidies. If every resident within the State had health care
coverage, direct subsidies would not be necessary. Until that happens, however, serious
consideration must continue to be given to supporting these providers. The provision of
health-related non-medica services as well as the adequacy of the delivery system and
structures also improve access to care.

Safety Net Providers and Delivery Structures

The recommendations in this section take into account the fact that voluntary and
incremental expansions of health insurance coverage will aways leave a certain number
of uninsured. They also take into account the fact that universal coverage, even if it is
realized, may not guarantee that everyone will have access to all needed health care
services. This is especially true for persons with specia needs such as the need for
transportation assistance or other health-related non-medical services.

Recommendation 7. Determine the scope of "safety net" services that should be
available, the necessary level and sour ces of funding to maintain these services, and
who should provide the services.

The "safety net" consists of those ingtitutions, programs and providers devoting
substantial resources to serving the uninsured and vulnerable populations. Although any
provider can participate in the safety net, community health centers, hospitas, clinics and
categorical providers (family planning, child health and prenatal services) are generally
considered to form the core safety net institutions.”” Perhaps the most persistent problem
facing the State is what will become of the publicly-funded "safety net" programs.
Privately-funded efforts that extend services to the uninsured, such as the Seacoast
HealthNet, HealthLink (in the Lakes Region), and the Greater Derry Community Health
Services face similar concerns.

The number of uninsured individuals in New Hampshire could be decreased by some of
the present initiatives the State is undertaking which are discussed above. However, a



substantial number of people will remain uninsured during the transition stages of
incremental reforms (moving towards universal coverage) or due to voluntary
participation.

Both Minnesota and Oregon offer insights to New Hampshire as to what can be achieved
through incremental and voluntary reforms. In the case of Minnesota, recent analysis has
shown that MinnesotaCare has been successful in keeping the number of uninsured low
and stable at six percent®® (while the number of uninsured children dropped by 40%, the
number of uninsured single adults had increased from 29% to 36%). As for Oregon, the
Oregon Health Plan has made significant strides in decreasing the number of uninsured,
but officials estimate that they expect five to eight percent of Oregonians will remain
uninsured.?® This factor and Oregon's experience to date, has generated a great deal of
concern around the status of Oregon's safety net providers (particularly community and
migrant health centers). As a result, the state decided to conduct a study as to whether
these providers are suffering adverse risk selection and to award a series of grants to
collaborative community partnerships of safety net providers (hospitals, businesses and
consumers) "to preserve needed safety net capacity.”

Participants in the health care planning work have supported the view that the State
should continue to provide the needed care for uninsured and vulnerable populations by
maintaining a provider safety net of health and social services. There was strong local
support for assuring that "safety net" services and "essential local providers' were
protected. However, there was no consensus as to the necessary extent of the "safety net"
system, where resources should come from, the extent to which these services should be
provided through health care coverage, or how these services should be integrated at the
community level.

Participants in the planning process voiced a concern that the total resources committed
to charitable care and other forms of non-reimbursed care were disappearing. The
pressure in the evolving health care system is not only to squeeze out the inefficiencies
but to eliminate cross subsidies.®’ If cross subsidies among patients are eliminated, over
time, providers without endowments and independent sources of income will be unable to
provide care to the uninsured.

Safety net providers tend to rely on Medicaid for a large portion of their revenues. The
movement of the Medicaid population into managed care and changes in federal law
could result in decreased revenues and a decreased capacity to care for the uninsured and
vulnerable populations. While reports from around the country indicate that access to
primary care services for Medicaid Managed Care enrollees have increased,® the
ongoing changes in Medicaid and the market (e.g., increased competition among
providers, decreased capitation rates, and the transfer of more risk to contracted
providers) suggest greater challenges in the future to safety net provider's ability to
sustain their current levels of services to the uninsured.®

The changing health care environment will require ongoing monitoring of resources and
the needs of the uninsured and vulnerable populations. The changes in Medicaid and the



market need to be tracked at the State and national levels. Safety net providers should be
monitored for "early warning signals” (patient volume, services and financial status) and
the uninsured surveyed to find out if they have trouble getting appointments for care.*®

Recommendation 8. Support and promote systems that coordinate health-related
non-medical serviceswith medical careto improve outcomes.

Participants in the planning process spoke of what they wanted for themselves and their
family members. Many focused on the importance of health-related non-medical services
(such things as counseling, nutritional services, socia work, personal attendants,
homemaker care, transportation, etc.). Some argued that they were more important than
medical care. Individuals pass through different stages as they try to achieve their highest
level of function and independence. Each stage requires a different mix of medical and
health-rel ated non-medical services.

The Health Care Transition Fund Community Grant Program projects provide examples
of how communities are working on the structural changes in the delivery systems that
coordinate both medical and health-related non-medical services. A prime example of
this is the development of integrated service networks that are being designed to meet
community needs. Proposed pilot projects in the draft long term care plan for Medicaid
reci pients Shaping Tomorrow's Choices® also illustrate the recognition that both types of
services are important to an individual's health status. Where possible, the Department
will also pursue opportunities to combine categorical funding in support of integrated
service delivery.

Ensuring a Minimally Adequate Delivery System
Certificate of Need

Recommendation 9. Revise the role of Certificate of Need to keep pace with the
rapidly changing health care market.

"A Certificate of Need (CON) is issued by a governmental body to an individual or
organization proposing to construct or modify a health facility, acquire maor new
medical equipment, or offer a new or different health service. Such issuance recognizes
that a facility or service, when available, will meet the needs of those for whom it is
intended. CON is intended to control expansion of facilities and services by preventing
excessive or duplicative development."*

The State controls the supply of hospitals, nursing homes and other institutional settings
through the Certificate of Need process. Before providers can construct new facilities,
before renovations in excess of $1.5 million in acute care hospital or $1 million in
nursing homes or specialty hospitals can begin or before equipment that costs in excess of
$400,000 can be purchased, providers must receive approval from the State.



CON traces its formal origins to federal legislation - the 1974 National Health Planning
and Resource Development Act. Academics and government policy analysts assumed
that supply drove utilization and costs - that a built hospital bed was a filled bed.
Certificate of Need was born in a time when feefor-service and cost-based
reimbursement were the dominant forms of reimbursement and providers were unaligned
and independent agents. Hospitals and nursing homes were able to shift the risk of their
investments in construction and equipment onto consumers because they were paid on the
basis of cost (an incurred cost was a reimbursed cost). Rather than change the
reimbursement systems, government chose to impose controls over the supply. In
practice, the process was generally ineffective.®

When Congress failed to reauthorize the CON legidlation in 1987, many states continued
to fund the CON agency on their own. Although 35 states currently have CON programs,
they are coming under closer scrutiny.

The evolving health system, on the other hand, encourages price competition,
increasingly relies on capitation and fixed prices to pay providers and tends to discourage
the unnecessary use of services. If private investors build unnecessary facilities or buy
technology that is underutilized, the investors will lose money. In this environment, the
importance of Certificate of Need is diminished. The State should consider alternatives or
modifications to a regulatory mechanism that is premised on reimbursement mechanisms
and provider structures that are in the process of being phased out.

In the new health care system one compelling reason for maintaining CON would be to
protect medical shortage areas. As noted below in the discussion of the minimum
delivery system, some areas within the State have an inadequate supply of providers and
may require government support. Certificate of Need could be used to insure the integrity
of these fragile delivery systems. Instead of acting as a barrier to entry - CON would be
used as a barrier to exit for these areas. A Certificate of Minimum Need could be created
that would give preferential treatment to institutions, equipment, or providers in medical
shortage areas.”’

Another reason for maintaining a CON function in the new health care market is the issue
of "niche markets'. The market allows entrepreneurs to provide services in profitable
niche markets. outpatient surgery, cardiac care centers, cancer centers and rehabilitation
facilities. By siphoning off the business for the profitable services, these niche providers
reduce the capacity of community hospitals to subsidize the uninsured or provide needed
but non-profitable community services. Some have argued that niche providers are
successful because that are more effective and less expensive than their competition; that
the health care system needs more of them, not less.® If niche providers fail to provide
community benefits, they could be taxed or required to provide community benefits.
Those revenues could then be used to pay for the care of the uninsured and other
community benefits.



Appropriate Standards for a Minimum Delivery System

Recommendation 10. Work with communities, market and provider representatives
to establish both minimum standards of adequacy for the delivery system and a
process and incentives for encouraging providers to practice within medical
shortage areas or areasthat do not meet minimum standar ds of adequacy.

These standards should be based upon the dominant organization of care and the nature
of the community and its needs. A guarantee of coverage for services is meaningless
unless the delivery system has the capacity to provide those services. The movement
towards universal coverage not only implies a benefit package; it aso implies a minimum
delivery system.

When systems are in transition, definitions for adequacy begin to vary. In 1980, the
Graduate Medical Education National Advisory Committee projected that the United
States would need 79 primary care physicians (Pediatrics, Family Practice, Obstetrics and
Gynecology and General Internal Medicine) per 100,000 population in 1990. Studies of
staffing patternsin large established high quality HMOs during the 1990s indicate that 56
primary care physicians per 100,000 residents is adequate. The federal government
defines an area as medically underserved if it has fewer than 33 primary care physicians
per 100,000 residents. In the future, one expert has predicted that HMOs may employ as
few as 20 primary care physicians per 100,000 population. Which ratio should the State
use to guarantee that every resident has adequate access to primary care: 79, 56, 33 or 20
per 100,000 residents?

The answer isthat State may have to use all four. If afee-for-service system dominates, a
fee-for-service standard should be employed. If HMOs dominate, an HMO standard
should be employed. If HMOs and fee-for-service are working side by side, a blended
standard might work. If neither system has a presence - that is, if the delivery system is so
minuscule that the designation fee-for-service or HMO is meaningless - then the State
may have to respond with a standard for a minimum system, such as the federal standard
for medically underserved areas. Finaly, if a managed care system can demonstrate that
it can meet the primary care needs of its enrollees with fewer than 33 primary care
physicians, then that standard should be given provisional approval. The provision is that
the residents in the area must find the care acceptable and that the health status of the
population must not decline. New Hampshire has approximately 750 primary care
physicians for the full population, estimated at 1,138,000 in 1996, for a provider to
population ratio of 65/100,000.

The distribution of primary care providers, however, is uneven, with many rural and
northern communities coping with shortages and with the maority of primary care
physicians working in the larger population centers in the southern part of the State. In
addition, adequate numbers and access for the genera population may not mean access
for vulnerable populations, particularly the disabled or poor for whom a relatively short
distance may present a mgjor barrier to care. In arural community, two miles to care for



an elderly person who is unable to drive, or two bus rides in a city for a single mother
with children may present significant barriersto care.

Monitoring of the numbers of providers within individual communities or regions, rather
than a statewide average is important and adds two critical dimensions to the discussion:

« How should the service area be defined for each of the covered benefits? Should they
be defined individually (e.g., one for primary care physicians, one for hospital
services, etc.), as a package of services (e.g., the service areafor alicensed HMO), or
in terms of the residential distribution of citizens?

«  When should the providers be brought to the community, and when should the
community be brought to the providers?

The Department of Health and Human Services currently assists areas with primary care
provider shortages (as defined by federal standards) through loan repayment and other
incentive programs, to attract and keep primary care physicians, nurse practitioners and
physician assistants. The Department also assists communities to recruit for these
providers through its support of the Recruitment and Retention Center within the Bi-State
Primary Care Association.

These same approaches of shortage designation (based on State criteria) - incentives and
recruitment services - could be used for all providers (e.g., dentists, physicians, nurse
practitioners, physician providers, etc.) needed to meet a standard of adequacy for the
State's delivery system.

% Monopoly refers to the market condition that exists when there is only one seller with exclusive control
of aservice that makes it possible to manipulate prices.

> Oligopoly refers to the market condition in which prices and other factors are controlled by afew sellers.

16 As a short term measure to address the crisisin access to insurance coverage in the individual market, the
New Hampshire Insurance Department isimplementing arisk adjustment and risk subsidy mechanism for
that market only. All health insurance carriersin all markets will be assessed an amount that is based on
their number of covered lives. The fund generated in this manner will be used to offset expenses for high
cost patients among carriers that currently offer insurance policiesin the individual market.

7 State of New Hampshire, Insurance Department, An Analysis of the Non-group Market with
Recommendations for Change. October 27, 1997.

18 Randal| Elliss and Thomas McGuire, " Setting Capitation Payments in Markets for Health Services,"
Health Care Financing Review, Val. 8, No. 4. Summer 1987, p. 61.

% Annie Gauthier, Jo Ann Lamphere and Nancy Barrand, "Risk Selection in the Health Care Market: A
Workshop Overview," Inquiry, Vol. 32, No. 2., Spring 1995, p. 15. Nancy Barrand is a senior program
officer in the Robert Wood Johnson Foundation.



% The Health Care Financing Administration isin the process of collecting data on Medicare managed care
enrollees with the expressed purpose of developing prospective payment rates to health plans. The
Balanced Budget Act of 1997 requires that the payment system be in place in the year 2000.

2 presentations by Sandra Shewry, Deputy Director of California's Benefits and Plan Relations, and Rick
Lutz, Director of the Florida Division of State Health Purchasing, "Purchasing Cooperatives: Expanding
Access Through Market Based Initiatives." Coming of Age in State Health Reform, National Academy for
State Health Policy, Portland, Maine, August 11, 1997.

% The Lewin Group, Paying More and Losing Ground: How Employer Cost-Shifting is Eroding Health
Coverage for Working Families, AFL-CIO, Washington, DC, February 19, 1998. See also P. Cooper and B
Schone, "More Offers, Fewer Takers for Employment-Based Health Insurance: 1987-1996", Health Affairs,
(16)6, pp. 142-149, 1997.

% D. Chollet, "Who are the Uninsured" at the AHCPR What Do We Do About the Uninsured?: Options for
Sates, Charlottesville, VA, September 15-17, 1997.

2 Centers for Disease Control/National Center for Health Statistics, "Employer-Sponsored Health
Insurance: State and National Statistics," Hyattsville, MD., 1997.

% This study was donein 1993. At this point in time, there is no more current information on NH
employers. Thisis apotential topic for a statewide survey.

% | bid. Adapted from Table 5, p.23.

%" Raymond Baxter and Robert Mechanic, "The Status of Local Health Care Safety Nets', Health Affairs,
vol. 16, no. 4, July-August 1997, p. 9.

% K. McCall, "Who Is Still Uninsured in Minnesota?', JAMA, (248)14, pp. 1191-1195, October 8, 1997.
Thisanalysis also found that the main barrier to insurance was cost and that the program had not caused
employers to drop coverage. MN received a Medicaid Section 1115 waiver in 1992 for this program.

# Correspondence from Bob DiPrete, Director, Oregon Health Council, to C. Shannon, NH DHHS, Office
of Planning & Research, February 13, 1998. Oregon received one of the earliest Medicaid Section 1115
Waivers.

%0 "Cross subsidies" are those instances in which one patient, e.g., a privately insured patient, is charged
more than their costsin order to pay for another patient that was uninsured.

3 Suzanne Felt-Lisk, Mary Harrington, and Anna Aizer, "Medicaid Managed Care: Does it Increase
Primary Care Servicesin Underserved Areas?', Mathematica Policy Research, Inc., for the Heath
Resources and Services Administration, Bureau of Primary Health Care, November, 1997.

% One set of NH safety net providers - community health centers - reported a significant increase in the
numbers of uninsured seeking their services during 1997. A study is being conducted to confirm those
numbers and describe who these peopl e are and why they are uninsured.

3 Op Cit. "Medicaid Managed Care: Does It Increase Primary Care Services In Underserved Areas?'

% NH Department of Health & Human Services. Shaping Tomorrow's Choices: A Report to the New
Hampshire General Court on Long Term Care DRAFT, Concord, NH, January 21, 1998.

% Alpha Center. Glossary of Terms Commonly Used in Health Care, Washington, DC, 1996.



% During the 1970s and early 1980s research on Certificate of Need programs offered a general indictment
of Certificate of Need. For example, Salkever and Bice found that CON slowed the rate of change in the
bed supply, increased assets per bed, did not change total hospital assets and had no effect on hospital costs.
D. Salkever and T. Bice, "Certificate of Need and Hospital Costs," in M. Zubkoff, |. Raskin and R. Hanft
(eds.), Hospital Cost Containment: Selected Notes for Future Policy, New Y ork, PRODIST, 1978. See
also, F. Sloan and B. Steinwald, Insurance, Regulation and Hospital Costs, Lexington, MA, Lexington
Books, 1980; and, F. Hellinger, "The Effects of Certificate of Need Legislation on Hospital Investment,”
Inquiry, June, 1976.

3" The definition for amedical shortage area would have to be developed. It could be a composite of the
federal standards for Medically Underserved Areas or Health Professional Shortage Areas. On the other
hand, the standards might need to be more stringent. The shortage area designation should not be co-opted
by local providersto protect themselves from change but directed only at areas struggling to maintain a
minimum delivery system.

% A. Myerson, "The Battle for Hearts and Tonsils: Hospitals Specialize to Enhance Profits," New York
Times, October 7, 1997, pp. D1., D4.



. Strategies for State Action:

B. Protecting and Empowering Consumers
Last Revised: 11/12/98

Participants in the health planning work frequently voiced concerns about having a
neutral party to go to with complaints and needing assistance to navigate the appeals
process of managed care. Real or perceived threats to the quality of care was another
major issue, as was the lack of information to make informed decisions. Some providers
saw the ability to form new managed care entities as crucial to maintaining competition
and consumer choice.

The hedlth care industry in New Hampshire is undergoing a historic transformation as
more people enroll in HMOs and other types of managed care plans. The State saw a
25% increase, from 191,000 to nearly 240,000 members, in underwritten managed care
enrollment between 1994 and 1995 and an increase of 18% , from nearly 240,000 to
282,000 members, between 1995 and 1996.% In 1996, the underwritten managed care
market penetration reached 25%, up from 22% in 1995.%° When self-funded business is
included, New Hampshire's managed care market penetration rose to 39% in 1996.** In
the small group market that shift has been dramatic - during 1998 HMO enrollment for
this population is expected to reach 80 percent.** As the shift to managed care was
underway, two health insurers in the State established control of 77% of the managed
care market in 1996 (CIGNA/HeathSource (46% of the market), and Matthew Thornton
(31% of the market). In 1997, Blue Cross/Blue Shield purchased Matthew Thornton. Had
that taken place in 1996, their combined market share would have been 50%.%%) Recently
released national data shows that four out of five employers who sponsor health
insurance offer only one plan to their employees.**

A quick, fair and "user friendly" approach to dispute resolution might decrease some of
the tension in the market-driven health care environment. Tracking complaints can
establish whether a problem exists and improve quality. Information - the right
information - benefits all market participants from the regulator charged with ensuring
that an organization is financially stable or that services promised in a contract are
delivered to the provider looking for "best practice" methods.

The core strategies in this section are to:

1. establish asystem for conflict resolution;

2. assurethe quality of care;

3. develop a State information infrastructure; and

4. assure the solvency of risk-bearing entities.



1. Conflict Resolution
Mediation

The speedy, fair and impartial resolution of conflict was one of the major issues raised
during citizen discussions. Everyone was concerned - consumers, providers and
purchasers. Most states rely on the internal grievance procedures of HMOs to resolve the
problems that arise.® Since the State and the health plans were seen as having vested
interests in the outcome of many conflicts, a number of individuals expressed the need
for an impartial entity outside of existing State agencies and health plans that would be
responsible for mediating the serious conflicts that occur between health plans,
consumers and providers.

For the most part, the market has been the model for dealing with complaints. If someone
did not like the way they were being treated by their health plan, they would register their
disapproval by voting with their feet. They would leave the plan and sign up with another
more responsive health plan. There are, of course, other ways to register disapproval. The
most important one is voice, the ability to register complaints and grievances, to protest
and to apply political pressure.

The consolidation of delivery systems and the restricted choice of health plans available
makes |leaving more difficult and voice more important than ever before.*® Mediation isa
means of removing tension from within the health care delivery system.

Recommendation 11. Establish an independent mediator, with the authority to
make recommendations, for disputes arising among consumers, providers, health
insurersand managed car e organizations.

Mediation is the least intrusive - and usually least expensive - of a range of aternative
dispute resolution techniques. Mediators have no power to force a solution or make a
finding. They do not preclude legal action. Instead, they derive their power and
effectiveness from the fact and the appearance that they are:

« unassalably neutral;

+ skilled in the art of communication;

« competent; and

« trustworthy.

Mediation would not replace the appeals process available to individuals receiving
services through the Department of Health and Human Services, the grievance
procedures available through health plans and insurers, nor the legal options that may be

available to consumers or providers. Mediation would be the fina option, prior to lega
action, to address issues and concerns that consumers and providers consider to be



unresolved through the normal grievance process. Records of referrals to and the
outcomes of mediation would be available to all parties.

Recommendation 12. Create an independent consumer hotline for complaints
regarding health insurance cover age.

The hotline would:
« provide basic information on consumer rights and obligations;

« identify information channels available to the consumer for resolution of complaints,
including any appeals and/or grievance procedures available, and information on
mediation;

« make referrals to State agencies, when warranted; and

» cataogue and regularly tabulate al complaints to identify patterns of problems and
form recommendations for any corrective actions.

A consumer hotline permits careful and consistent monitoring of the tension within the
health care delivery system.

2. Assuring Quality of Care

A consistent theme of the health planning work was a concern on the part of virtually all
participants that New Hampshire residents receive quality health care services. In
addition, there was a consensus that the State should be responsible for assuring that
quality. Consumers and providers were concerned that health plans are increasingly under
the control of out-of-state interests and that these interests may be unresponsive to New
Hampshire community standards of care and access. The pressures to consolidate
operations or merge local/regional delivery systems in order to keep their costs
competitive could have a similar result.*’

Current New Hampshire governmental quality monitoring functions are limited to
organizations registered as Health Maintenance Organizations, Medicaid, and categorical
service contractors. There is an absence of State monitoring of self-insured plans which
cover an estimated 280,000 residents (while the federal government - through the
Employment Retirement Income Security Act (ERISA) - has created significant barriers,
these are not insurmountable - see the discussion on pages 57-58).

As insurance plans in New Hampshire have abandoned the trend to vertical integration
(i.e., acquisition of clinical practicesto create a dispersed staff-model health maintenance
organization), most providers have contracted with most plans. This makes allocation of a
plan's responsibility for a community's health virtually impossible to measure, regardless
of the development of more sophisticated outcome measures than currently exist. While



the focus of discussion about quality in the health planning work has been on managed
care organizations, it is appropriate to focus quality monitoring efforts as much on
provider/delivery systems as on health plans.

See also the discussion in Development of an Information Infrastructure for an individual
or consumer approach to quality of care.

The Elements of Quality

For the purpose of this discussion, the Institute of Medicine definition of quality whichis
the degree to which health services for individuals and populations increase the
likelihood of desired health outcomes and are consistent with current professional
knowledge, is used. Monitoring the quality of care is complex and presents challenges
that need to be acknowledged.

The three elements of quality which can be measured include inputs, process and
outcomes:

* |nput measures are those that examine the basic infrastructure of the health care
delivery system. They are generaly available, measurable, and reliable. Examples
include the extent of service availability, the level of training which providers have
achieved, the financia viability of health plans, and the operationa capacity health
plans can demonstrate (e.g., scheduling and billing). The fact that the infrastructure
exists or meets some accepted standard does not guarantee quality care.

= Process measures are those which examine how a system functions, i.e., whether a
system of care provides the services which it should, and whether it provides them
efficiently or adequately. Examples include monitoring a health plan for the
percentage of children in the plan who received appropriate immunizations and the
number of eligible women who have received pap smears or breast cancer screening
at the appropriate ages and intervals. They do not examine the patient outcome which
may be associated with that service.

= Qutcome measures are the most complete measures of health care quality and are
the most difficult to quantify. In the past, outcome measurement has been largely
limited to examination of easily counted events, usually in relation to a particular
procedure. Researchers have begun to examine outcomes which are not so easily
guantified, taking into account more subjective measures such as differences in
overall health status. An increasing awareness of the importance of the role of overall
quality of life and client/patient preference as principal measures has improved
outcome measurement (quality of life has been discussed in the section on New
Hampshire's vision and values pages 5-11). Examples include a patient's description
of how she feels (sick or in pain) and whether or not she can perform her normal
activities (such as working, shopping and cooking). A successful procedure or
delivery of a unit of service is no longer a success if the recipient does not
demonstrate an improved quality of life.



Recommendation 13. Promote and participate in an organization which would
develop innovative quality monitoring and improvement activities.

Many District Council members believe the organization should be independent of State
government and each of the stakeholders in health care across the State, although all
should be invited to participate. The organization should not be an extension of the State's
regulatory role, although it may serve as an informational and research resource for State
government as well as for other health care organizations.

Organizations throughout the State have developed extensive and valuable quality
monitoring activities of their own that could provide direction for such a venture. The
New Hampshire Foundation for Healthy Communities, founded by the New Hampshire
Hospital Association and supported by a broadly representative group of health care
providers and health plans, has undertaken a series of quality evaluations for specific
clinical problems. The Center for Evaluative Clinical Sciences at the Dartmouth Medical
School has long been a national leader in studies of variation of procedure rates across
communities.

New Hampshire's businesses, which are the major purchasers of health care services,
represent additional important organizations who have their own interest in assuring the
quality of health care services. They must balance their concern for the quality of the
services which they purchase with their willingness to bear the expense of expanded
monitoring. The creation of the New Hampshire Healthcare Purchasers Roundtable is
evidence of the active interest of businesses in accessible, affordable and high quality
health care for their employees.

The goal of quality assurance is to improve the quality of care, and hence the quality of
life, of New Hampshire residents. This cannot happen without the engagement,
participation, and cooperation of State agencies, businesses, insurers and health plans,
consumers and their families and advocates, and the service providersin New Hampshire.

Recommendation 14. Develop a coordinated monitoring policy for all health care
servicesfor which thereiscurrent State legidative or regulatory authority.

As in many other states, quality measures are required by and reported to a variety of
State agencies in New Hampshire. States are now considering new approaches to
configuring State roles and authority, both because of duplication and regulatory gaps in
oversight that need to be addressed. In some cases, several State agencies could be
monitoring the same providers. This may become more significant in the future if the
Department of Insurance extends licensure to Provider Service Organizations (PSOs) and
the Medicaid population is moved into managed care.



The policy should include:

a clear delineation of activities to be monitored by various State agencies, with the
intent of eliminating redundancy and barriers to efficient reporting;

nationally recognized consensus criteria for measurement (e.g., HEDIS [Health Plan
Employer Data and Information Sets], QISMC [the Quality Improvement System for
Managed Care] under development by the Health Care Financing Administration for
both Medicaid and Medicare, and the Market Conduct Examiners Handbook
currently being developed by the National Association of Insurance Commissioners)
should be the predominant means of measurement;

the capacity to manage and analyze the required data;

an effective public education system which can reasonably report the findings of
monitoring programs; and

data and information reports which track progress and change over time.

Challenges in Measuring Quality

In summary, despite the demand and need for information on quality, there are challenges
to establishing quality monitoring systems.

There are no measures for all the things which we would like to know.

It is not currently possible to link process indicators (such as HEDIS) for a health
plan with population health outcomes for a community.

Each health status indicator is affected by a wide spectrum of variables which are not
influenced by medical care.

Monitoring of the quality of health and social servicesis complex.

Different technical and professional skills are required for each of the three elements
(inputs, processes and outcomes) of quality in order to collect reliable information.

Hedth care plans and systems must be responsive to the information which is
reported to them.

Health plans and provider systems may be resistant to State mandated surveillance
data systems which are expensive or seen as redundant with their own systems.

See also the discussions on data and information in the sections on Development of an
Information Infrastructure and Public Health.



3. Development of a State Information Infrastructure

Most states, including New Hampshire, do not have information systems capable of
monitoring or supporting health reform. Funding, data comparability, and cooperation of
providers and insurers will be issues the State must address if it is to construct a viable
health care information system.*®

During the planning work, the District Councils repeatedly stressed the public's need for
information that would allow individuals and communities to make informed decisions.
Information is pivotal to the ability of consumers to select an appropriate health plan,
employers to negotiate a fair price for their health insurance coverage, or providers to
determine how their care compares to other providersin their area. Many stressed that the
ability of communities to determine what their local health problems are or how
successful interventions have been depended upon the kinds of health information
available. Most felt that the State should be responsible for developing the information
infrastructure.

See also section on Public Health - Core Role 1 - on the need for data collection and
analysis.

Recommendation 15. Develop the capacity to provide data that allows citizens to
review the health status of communities and the statewide population; to under stand
the performance of State and market functions; and to understand the status of
community concerns.

State functions include the design of the benefit system, the financing of those benefits,
quality, the fiscal solvency of risk-bearing entities and conflict resolution. Cost and
quality information is necessary for the proper functioning of markets. Both the State and
the market need to recognize and assess the contributions of non-profits and volunteers.

During periods of stability, information needs are minimal. Significant change, however,
dters this. In the current market driven hedth care system, information needs are
increased (for markets to work information must be available). Adequate information can
reduce some of the uncertainty and some of the conflict; it may aso serve as a substitute
for regulation.”® It can also improve the likelihood that the State will have a hedlth
delivery system that most of its citizens want with few of the elements that its citizens do
not want.

The new delivery system is driven by market innovations. Markets work well only when
the market participants have ready access to reliable and useful information. If the market
is to work, information has to be made available to purchasers, consumers and providers
of health care that is accurate and that educates while it informs. People have to be able to
understand what the information means, and how it can be used. Perhaps more
importantly, the information should assist them in making informed decisions. An
example of such an attempt is the development of "report cards' for consumers.



Unfortunately, early evidence suggests that consumers are not using them to choose
health plans,® due primarily to the fact that they do not understand the information and
its organization, and the presentation ignores the way people make decisions.*

Severa aspects of the Information Infrastructure place it properly within the jurisdiction
of the State. Such information must be publicly available and its collection and
presentation must minimize the self-serving interests of any specific participant in the
system. In addition, the sharing of information and data between providers, agencies and
organizations must be done with due regard for the confidentiality of individual persona
records and business proprietary information.

Recommendation 16. Promote the private development of information that helps
improve the health status of New Hampshir e citizens and the oper ation of the health
care system.

While aspects of the Information Infrastructure are within the State's jurisdiction, there
are certain parameters to this role. The State's role is not simply to collect and present
information that meets the needs of government. It must also meet the needs for the
proper functioning of markets and communities. The State's information system will not
and cannot be all inclusive. There are and should be the opportunities for the creation of
new data by market and community interests. Indeed, the State should encourage other
participants to contribute to new ways of seeing the world and new information that can
improve the effectiveness of private participants. The contributions of the Foundation for
Healthy Communities and the Foundation for Informed Medica Decision Making are
casesin point.

See also the discussions and recommendations on public/private partnerships for data
and information collection, analysis and dissemination in the sections on Quality
Assurance and Public Health.

4. Assuring the Solvency of Risk-Bearing Entities

The Department of Insurance (DOI) requires that all health plans that assume any
financial risk set aside money for unexpected losses. This assures consumers and
providers that insurers will honor their promises to pay for services. During the planning
process, the fiscal solvency requirements were referred to indirectly. They were discussed
as burdensome barriers that prevented the system from moving on to what was really
important. These fiscal requirements were broached at District Council meetings and
focus groups in terms of provider difficulties or fears. Providers found it difficult to
create local networks that met these requirements and expressed concern that they would
be unable to bid on the Medicaid managed care contract because they were not an HMO.

The changing nature of the delivery system presents three basic fiscal solvency issues:

= How should the State treat new health care organizations?



= How should the State control the efforts of licensed risk bearing entities to shift risk
onto subcontractors (e.g., an HMO shifting risk onto hospitals and physicians)?

= How should the State assist individuals when self-insured employer-sponsored plans
that are not subject to State regulation collapse?

As new organizations proliferate and old ones are repackaged, the consumer's exposure to
financial risk is magnified. Can the new entities deliver on their promises of care? In a
market that places a premium on selecting the healthiest patients in the population, will
the organizations with the sickest patients be able to pay for al of their care? Or, will
individuals who thought they were insured, find themselves ill, facing financial ruin and
unable to purchase the care they need?

New Health Care Organizations

New health care organizations without any performance history are being formed on what
seems like a daily basis. Insurers and providers are raiding the alphabet in an outpouring
of acronyms to describe new arrangements. In addition to HMOs, providers and insurers
are organizing themselves into Provider Sponsored Organizations (PSOs), Integrated
Delivery Networks (ISNs) and many other entities that claim to be distinct health care
orga5r21izations. Some - like the HMOs - are clearly identified in State law, while most are
not.

New Hampshire's insurance laws provide for the licensing and regulation of entities
offering health care insurance. These entities include commercia insurance companies,
nonprofit health service corporations and heath maintenance organizations. The
Commissioner of the Department of Insurance also has authorization to license systems
of health care delivery and financing on a limited basis or on an exception basis (through
RSA 420-B:23).

New Hampshire's Department of Insurance requires al risk bearing entities in the health
care field to have at least $6 million in financia reserves. The financial reserve can be
considered as consumer protection from health plans that priced their product too low or
that underestimated their risk.

Such high reserve requirements not only safeguard consumers; they are also barriers of
entry into the insurance field. As the reserves increase, the financial demands on firms
that want to sell their product in New Hampshire also increase. Smaller businesses may
thereby be excluded from the market.

A new organization that wishes to assume risk is itself a risky proposition that warrants
regulation. While the justification for the regulation is clear, the question before the
Department of Insurance is whether the specific levels and amount of the financial
reserves are so high that they are stifling the creation of new, viable and relatively safe
businesses.



Recommendation 17. Establish licensure for health care organizations that bear
financial risk based on a formula that adjusts capital and reserve requirements to
the number of covered lives served by an organization, its structure, and the percent
of risk that the organization will assume.

The National Association of Insurance Commissioners (NAIC) has taken a position that
risk is not constant - it varies. NAIC has been developing a formula that would adjust
capital and premium set asides to the number of covered lives served by an organization,
its structure and the percent of risk that the organization has assumed. Thisisthe NAIC's
first attempt to recommend capital and reserve requirements for al risk assuming entities:
insurance companies, HMOs and all of the health care organizations entering the market.

NAIC began to test the formulain a select number of states during the summer of 1997.
New Hampshire was one of those states. The New Hampshire Insurance Department has
worked to ssimulate the impact that the NAIC risk based formula would have on several
health care organizations in the State. The Department has also indicated a willingness to
work with these new organizations to develop alternative licensing standards.

Even with the NAIC adjustments, organizations in rural or medically underserved areas
might require assistance or a partial exemption from the financial reserve requirements.
The hedlth care systems in rural and medically underserved communities, or which serve
the uninsured or underserved, tend to be fragile and can be easily disrupted by the strong
external forces of national and regional health maintenance organizations. The legitimate
and reasonable concerns that regional health systems have for efficiency, effectiveness
and profitability may run counter to the needs that a community has for access,
convenience and job security.

The promotion of rural networks and networks targeted at the uninsured or underserved,
however, should not impose unnecessary risks on consumers. Protection of the consumer
may mean that aternative methods for financial guarantees need to be developed. This
could take two forms:

= private sector joint ventures in which the community network provides the service
and the insurance company underwrites the risk; and

= private/public joint ventures in which the State through one of its agencies would re-
insure a community enterprise (i.e., the State would assume the cost of services that
exceed a given threshold of expenses).

Down-Stream Risk

Recommendation 18. Develop guidelines governing the transfer of financial risk
from one entity to another.



Another new development in the market driven health care system that can affect
consumers and the quality of their care is known as "down-stream risk." Down-stream
risk occurs when alicensed risk bearing entity shifts risk onto an organization or provider
that is not licensed to assume financial risk. This occurs when a health plan transfers
financia risk to providers under contract to the plan. For example, an HMO pays a
hospital on a capitated basis (that is, the hospital agrees to provide all services the HMO
needs for a fixed fee per person). The hospital, in turn, can transfer some of its risk onto
individual doctors (who agree to provide all physician services that the enrollees might
need for a fixed price per person). Each transfer creates different kinds of risk with
different levels of exposure for both patients and providers.

Some subcontractors can absorb an underwriting risk. They are large institutions with
large budgets and large reserves. As you move down the operationa chain, however, the
providers become smaller and their capacity to take on and absorb underwriting losses
diminishes.

The Department of Insurance has an responsibility to assure the quality of care of al risk
assuming entities. Down-streaming can affect the ability of a provider to allocate
sufficient resources to care for their patients. Therefore, to the extent that risk is moved,
the DOI has a corresponding responsibility to assure quality of care.

Self-Insured Employer-Sponsored Plans

With the passage of the Employee Retirement and Income Security Act (ERISA) in 1974,
Congress reconfirmed the states authority to regulate insurance plans and Multiple
Employer Welfare Associations (MEWAS) while allowing a new class of exemptions -
self-insured employer-sponsored health coverage. Nationally, more than 40 percent of all
workers are in employer-sponsored self-insured plans.

Self-insurance means that the employer assumes the underwriting risk for their
employees and is exempt from State regulation. One of the many troubling aspects of this
provision is that no federal requirements replaced the traditional State concerns for
quality assurance and fiscal solvency. Since 1989, a number of self-insured New
Hampshire plans have failed. The Department of Insurance has handled the proceedings
for self-insured plans that have failed - extending essential services to New Hampshire
consumers and providers. These services have included helping all involved parties reach
a settlement on outstanding claims and arranging for third party administrators to process
claim payments.

Recommendation 19. Establish the capacity to track the numbers of self-insured
plans, require such plansto disclose to their enrolleesthat they are self-insured, and
provide support and guidance to individualsinsured under such plans.

Implementation of this recommendation would provide the basis for:



= an annual determination of the number of self-insured plans and individuals covered
by those plans. This would permit the determination of the number of employees
covered under self-insured plans and the circumstances that prompt employers to be
come self-insured under the Employment Retirement Income Security Act of 1974;

= mandatory disclosure by self-insured plans to inform their employees that the
Employment Retirement Income Security Act (ERISA) does not require the employer
to meet the State's financia reserve requirements, State mandated benefits, State
guality assurance standards for health plans and consumer protection provisions.
Many individuals are unaware that the plans they belong to are operated outside of
the jurisdiction of the State and that the State cannot assist them. At a minimum the
workers of New Hampshire should know and understand that their self-insured plans
are not regulated or protected by the State of New Hampshire;

= a hotline for employees in self-insured plans to record the problems encountered
within these plans. Since the State, providers and individuals assume the costs of
failled self-insured health plans, the State should track how well or badly those firms
are doing and whether the State needs to make new provisions for whatever new
problems are devel oping; and

= awaiver to the Employment Retirement Income Security Act (ERISA) that would
permit the Department of Insurance to work with consumers to resolve complaints
against self-insured plans.

It is important to note that the Department of Insurance treats any efforts by self-insured
plans to shift risk onto providers (the down-streaming discussed above) as bringing that
portion of the plan into the State's jurisdiction. When an employer transfers the risk of
excess medical expense associated with its employee benefit plan to a licensed insurer,
that benefit plan is then treated under ERISA as a fully insured plan. That plan is then
subject to State insurance regulation (policy forms, mandated benefits, premium rates,
unfair trade practices, solvency requirements; taxation and other matters).

% Foundation for Healthy Communities, Managed Care Market Analysis, A Northern New England Report,
Concord, NH, 1997, page 7.

9| bid.

“! |bid. A national analysis of the managed care market showed that the State's ranking moved from 11th to
2nd highest HM O penetration in the country: Managed Care Digest Series. HMO-PPO Digest 1996.
Kansas City, MO, Hoechst Marion Roussel, 1996, pp. 16 -17.

2. Leeet a, An Investigation into the Effects of the New Hampshire Health Insurance Reform Law, RSA
420-G, Center for Health Economics Research/IMR Health Economics, LLC, NH Department of
Insurance, Concord, NH, December 17, 1997. The authors of this report refer to the "death spiral” of
indemnity insurance in the small group market.

* Ibid, pp 20-21.



“ Op Cit. Centers for Disease Control/National Center for Health Statistics.

“*® At least 5 states - New Jersey, Rhode Island, Connecticut, Texas and Florida - have legislation requiring
external review of final denials by managed care organizations. California Governor Wilson's Managed
Health Care Improvement Task Force recommended (January, 1998) that the state establish an
independent, third party review process by the year 2000.

“® In New Hampshire 2 entities - Blue Cross Blue Shield of NH/Matthew Thornton Health Plan and
CIGNA/HealthSource - dominate the health insurance market. See also CHI, "New Hampshire Network
Survey Report", DHHS, Office of Planning & Research, Concord, NH, September, 1997, for a discussion
on the 29 and health and social service networks that have formed or are in the process of formingin NH.

“" The controversy surrounding the Manchester community and Optima Health provides an example. The
Attorney General's office ruled (March, 1998) that Optima officials violated state law on charities by
making promises they did not keep and changing the mission of CMC and Elliot Hospital without
consulting the community (and the State and probate court). See Boston Globe, March 11, 1998, p. B5.

8 The most appropriate means to collecting data elements - collaboration or regulation and through State
staff, external contractors or public/private partnerships - must be determined.

“* The Agency for Health Care Policy Research (AHCPR), in their report "Better Quality Can Cost Less',
suggests that objective, scientifically sound and widely disseminated information can have a dramatic
effect on the marketplace - encouraging better, more cost effective care without burdensome government
regulation.

%0 3. Hibbard and J. Jewett, "Will Quality Report Cards Help Consumers?', Health Affairs, vol. 16, no. 3,
pp. 218-228. See also J. Hibbard, P. Slovic and J. Jewett, "Informing Consumer Decisions in Health Care:
I mplications from Decision-making Research”, Milbank Quarterly, vol. 75, no. 3, September, 1997.

* In 21997 report issued by Minnesota Consumers Organized Acting Together (COACT), " Strangled
Competition 11: The Quality of Health Care Under Managed Competition - The Promise and the Reality",
report cards were determined to be "... financially infeasible, too broad in scope and lacking specific
information on illness and providers." This group also criticized the 1995 Consumer Satisfaction Survey -
produced by the Minnesota Health Data I nstitute - which ranked health plansas ... being uselessto
consumers...[it] did not contain cost data, benefit information or information on quality of care for asingle
illness or condition.”

*2 The 1997 Balanced Budget Act allowed for the creation of Medicare PSOs which could begin operation
as early as 1999.



. Strategies for State Action:

C. Re-Defining Public Health In the Evolving System
Last Revised: 11/12/98

Public health agencies are a lot like fire departments. They teach and
practice prevention at the same time that they maintain readiness to take
on emergencies. They are most appreciated when they respond to
emergencies. They are most successful - and least noticed - when their
prevention measures work the best. In another respect, the two are
different. Everyone knows what a fire department does; few know what a
public health department does. The very existence of health departmentsis
testament to the fact that, when legidlators, county commissioners, and
other policymakers understand what those departments do, they support
them. It is a rare person who, once familiar with the day-to-day activities
of a public health department, would want to live in a community without
a good one.

Source: Washington State Department of Health, 1994.

Public health services are population-based - that is, they "treat” the whole population
instead of the individual, as is the case of personal health services. An example of public
health (population-based services) would be a campaign on the importance of physical
activity for all the residents in New Hampshire or Manchester or all the students at the
University of New Hampshire. This differs from individual or personal health services,
such as avisit to a provider for a physical exam or instruction on how to follow a diabetic
diet. Most people probably do not even think of "public health” when they eat at a local
restaurant, read a newspaper article on teenage smoking or listen to a public service
announcement on wearing seat belts. Yet restaurant inspection, the collection and
anaysis of epidemiological data and public education on injury prevention are al
examples of public health functions (a more complete discussion of public health roles
follows under The Ten Core Roles of Public Health).

During the health care planning work, participants indicated that State government should
continue to be responsible for maintaining public health functions. As the delivery system
is transformed, it may also be transforming public health. The following needs to
resolved:

= there-definition of public health;

= the determination of the impact that private and community reorganization of health
care services have on public health;

= the decision on which public health functions should remain, be expanded, altered or
eliminated in light of private and community reorganization of health care services;
and



= whether the private sector should be held to a different standard than the public
sector.

The federal Centers for Disease Control and Prevention and a variety of public health

organizations have developed ten core roles for public health agencies in Table 4.
Fulfilling these roles presents a number of challenges in the changing delivery system.

Table 4

The Ten CoreRoles For Public Health
1. Monitor health statusto identify and solve community health problems.
2. Diagnose and investigate health problems and health hazards in the community.
3. Inform, educate, and empower people about health issues.

4. Mobilize community partnerships and action to identify and solve health
problems.

5. Develop policies and plans that support individual and community health
efforts.

6. Enforce laws and regulations that protect health and ensure safety.

7. Link people to needed personal health services and assure the provision of
healthcare when otherwise unavailable.

8. Assure a competent public health and personal health care workforce

9. Evaluate effectiveness, accessibility, and quality of personal and population-
based health services.

10. Research for new insights and innovative solutions to health problems.

Turncock and Handler, 1995.

Some of the roles are historical responsibilities for public health agencies (e.g., diagnosis
and investigation of community health problems and the identification of health hazards),
while others have become public health responsibilities by default, in response to failures
in the health care delivery system (e.g., linkage to personal health services and assurance
of the provision of health care when otherwise not available). Others are clearly roles
which have been and must continue to be shared by public and private entities (e.g.,
evauation of the effectiveness, accessibility, and quality of personal and population-
based health services).



The ability of state and local public heath agencies to fulfill the ten core roles varies
considerably. Examination of capacity has indicated that it is partly determined by the
ways public health agencies work with and gather support from the private sector and
communities.®® Capacity also depends on the dollars available to agencies for the
provision of public health core functions. While approximately 1.6 - 2.7 percent of
national health expenditures go to fund public health programs (that is 16 to 27 billion
dollars), more than two thirds of those dollars are spent on the financing or direct
provision of clinical and social services® "Estimated Expenditures for Core Public
Health Functions - Selected States October 1992 - September 1993", MMWR, no. 44,
vol. 421, 1995. See also R. Brown, A. Elixhauser, et al, National Expenditures for Health
Promotion and Disease Prevention Activities in the United States, Battelle Medical
Technology Assessment and Policy Research Center, Washington, DC, 1991. In the new
health care system, the alocation to public health services may be inadequate or
excessive depending upon how public health roles are atered.

Recommendation 20. Collaborate with the Turning Point Steering Committee to
reassess the functions of public health.

New Hampshire was one of fourteen states to be awarded a grant through the Robert
Wood Johnson and the Kellogg Foundation's "Turning Point” initiative. The purpose of
this initiative is to assist states in determining what the roles of public health will be in
the 21st century and who will be responsible for carrying out those roles. Members of the
Turning Point Initiative include the Department of Health and Human Services (DHHYS),
the Department of Education, the Department of Environmental Services, the NH Public
Health Association, legislative representatives, the NH Municipal Association, the NH
Medical Society, the NH Health Care Purchaser's Roundtable, Blue Cross and Blue
Shield of New Hampshire, and representatives from three communities (Nashua,
Manchester and Franklin). Much remains to be decided in the next severa years,
particularly what infrastructure needs to be in place at the State and local levels. Thisis
an opportunity for State/local and public/private dialogue and decision-making around
activities aimed at implementing the core public health roles in the future heath care
system.

The Ten CoreRolesfor Public Health

Recommendations for New Hampshire are presented at the beginning of the discussion
on each of the ten core public health roles. The recommendations focus on determining
the extent of the problem, the current capacity of all providers to respond to that problem,
and steps to remedy the situation. Decisions on the proposals and recommendations
should be based on a broad consensus model like that used in the Health Care Planning
Process. with the involvement of stakeholder organizations, professional experts, and the
State. As suggested above, the Turning Point initiative provides that vehicle.



1. Monitoring health statusto identify and solve community health problems.
See Recommendation 15 - Devel opment of a State Information Infrastructure.

Monitoring health status was discussed at some length during the development of the
Health Satus Indicator Inventory. The Department of Health and Human Services has
consistently collected and reported arange of health data sets for specific areas of interest
(e.g., the Cancer Registry and the Behavioral Risk Factor Survey). The DHHS has also
developed the Primary Care Access Data which has been used statewide in conducting
local needs assessments. A variety of other organizations are also involved in the
collection and analysis of population-based data, such as the New Hampshire Hospital
Association (the Uniform Hospital Discharge Data Set), the Department of Education
(the Youth Risk Behavior Survey), the Children's Alliance (The Kids Count), and the
Center for Evaluative and Clinical Sciences at the Dartmouth Medical School.

In consultation with external experts, a consensus should be developed on the extent and
type of population health measurement efforts required, i.e., whether to maintain the
current level of activity, provide expanded and more flexible analyses of currently
available data sets, or add data sets which are identified as important to understanding the
health status of New Hampshire's population. The decisions should be based on the
resources, existing data sets, and methodologies available.

One possible solution - a Health Data Consortium - would address some of these issues.
The Consortium could serve as a resource for information sharing; as a clearinghouse by
a variety of organizations, and as a forum for discussion of data policy issues across a
broad range of disciplines. It could also serve as a focus to attract funding for statewide
data initiatives. The Consortium should not, however, be expected to preclude the need
for the State to finance data and research activities which by consensus are assumed to be
State public health responsibilities.

See also the discussions on data and information in the section on Quality Assurance.

2. Diagnosing and investigating health hazards in the community.

Recommendation 21. Determine whether current baseline monitoring efforts are
adequate or should be expanded to monitor health risks and outbreaks.

These activities can be categorized into three areas:
» investigation of outbreaks;

= monitoring of chronic or potential hazards to health, particularly environmental and
occupational risks; and

= analysisof population-based data sets (as noted above).



The Department of Health and Human Services currently has the capacity and expertise
to investigate acute outbreaks and take appropriate action. One area which may be of
concern is the ability to monitor new or developing public health risks. The DHHS has
participated in an evaluation of health risks caused by environmental factors in
conjunction with the New Hampshire Comparative Risk Project and is seeking to develop
a similar capacity for work-related injuries and illness. It should be determined whether
this level of cooperation between public agencies and between public and private
agencies is adequate or should be further expanded to track new and emerging threats to
the health of the public.

The DHHS should also work in cooperation with statewide organizations to explore the
feasibility of expanding capacity to perform these public health functions at the local
level (including the health officer liaison program). The "Turning Point" Initiative will
provide preliminary direction for developing this dialog and capacity.

3. Inform and educate people about health issues.

Recommendation 22. Implement improved coordination of health promotion and
wellness activities acr oss gover nment agencies, managed care, and other public and
private organizations.

New Hampshire has seen substantia activity by public and private agencies and
organizations in the area of health promotion and wellness. Many organizations provide
the same or similar information in different formats and settings, targeted at specific
populations (e.g., teenagers) and specific headth issues (e.g., smoking). Overdl
coordination would ensure that the messages and information are compatible or that
important health education/health promotion messages are available to all populations.
The DHHS needs to re-evaluate its own health promotion activities in light of the
increased private sector participation in health promotion projects; this may also be
facilitated by the "Turning Point™" initiative.

4. Mobilization of community partnerships and action to identify and solve health
problems.

5. Development of policies and plans that support individual and community
health efforts.

See Recommendation 25 - Partnering with Communities.

It is in the public interest to provide technical assistance which includes a strong public
health orientation. New Hampshire has a long tradition of strong community control and
identity and has relied on local initiatives for many of its health system decisions. For
example, the Primary Care Initiative (which led to the establishment of community health
centers) was an effort initiated by State government in which decisions were made at the
local level. The DHHS supports local decision making by providing technical assistance
and resources and by seeking out federal support for local efforts.



6. Enforcelawsand regulationsthat protect health and ensure safety.
This function applies to the implementation of the other nine core roles.

7. Linking of people to needed clinical and social services and assurance of the
provision of health care when otherwise unavailable.

The Department of Health and Human Services finances a large number of clinical and
socia services for individuals who are uninsured or underinsured and not able to receive
care through the private health care system. These are services that are provided because
of failures or inadequacies in the public and private systems. In a perfect world - one in
which universal coverage was assured for al citizens for al needed heath and social
services - public health would not be involved in these services. In the new health care
system, if the need for safety net clinical and social services increased dramatically and
the State chose to fund these services, other public health functions critical to the new
system might be ignored or underfunded.

See also the discussion on Safety Net Providers and Delivery Structures.
8. Assurance of a competent public health and personal health care workforce.

Recommendation 23. Determine the level of support which the State and private
entities (such as managed car e or ganizations) ought to provide to public and private
health care provider training programs.

This determination should be based on the projected needs of the population. One result
of the changes in the organization of health care has been the reduced willingness of
provider systems to fund educational/training activities for health care professionals and
for research needed to understand and meet the health care needs of the population.
Population-based health education has traditionally been under-emphasized in health
professional training but if the benefits of managed care are to be realized, providers will
have to play a stronger role in educating the general public. Promoting and sustaining
population-based education for health and social service professionals is a key public
health issue.

The State plays an important role in the training of some health and social services
professionals through the University of New Hampshire. In addition, it provides limited
targeted assistance to the New Hampshire/Dartmouth Family Practice programs and the
Office of Generalist Education at Dartmouth Medical School. Community Health Centers
have provided opportunities for primary care education, which will expand with the
federaly funded statewide Area Health Education Center (AHEC) program - a program
targeted to the development of community based professiona education.

9. Evaluation of the effectiveness, accessibility, and quality of personal and
population-based health services.



In 1996, 39% of New Hampshire's population was enrolled in HMOs (includes
underwritten managed care and self funded business). Two current MCOs
(CIGNA/HeathSource and Blue Cross/Blue Shield, who purchased Matthew Thornton in
1997) accounted for 77 percent of HMO enrollees in 1996. One of the major differences
between indemnity insurance and HMOs is that the former makes a commitment only to
pay for health care, the latter is obligated to both pay for the care and arrange for the
delivery of that care. The hedth status of enrollees in an HMO becomes a critical
determinant to the financial success of an HMO. As the portion of the population enrolled
in HMOs increases, the work of HMOs and public health may overlap. Since the State's
residents are rapidly choosing to receive care from two HMOs, these HMOs can - and
some would argue should - offer some population-based services that were traditionally
provided by public health. In addition, these HMOs might also perform some of the
public health evaluations of the effectiveness, accessibility and quality of personal and
population-based services. The Turning Point project is a vehicle for considering these
changes.

Thisrole was discussed in the section on Quality.
10. Resear ch for new insights and innovative solutionsto health problems.

Recommendation 24. Determine the critical areas for public health and policy
resear ch and establish criteriafor public and private funding.

Concerns have been expressed nationally about the unwillingness or inability of private
ingtitutions to support health care research. Emphasis on cost competitiveness and
increasing market pressures have forced these institutions to reduce or abandon many of
these activities. In the discussion of public health roles, a principal concern is the
maintenance of the ability to conduct core research that isin the public interest.

New Hampshire has a variety of organizations which have been established to address the
scientific and policy issues for aspects of the health care system. They include the
Healthy Communities Foundation established by the Hospital Association, the New
Hampshire Public Health Association, the School of Health and Human Services at the
University of New Hampshire, the Center for Evaluative and Clinical Sciences at
Dartmouth Medical School, and the Department's Office of Planning and Research. The
Health Care Transition Fund Community Grant Program has provided an opportunity for
a variety of organizations in the State to explore new research and service delivery
options.

The development of the Health Status Indicator Inventory has raised important questions
about the availability of some information and the ability to measure some elements
identified as important. There has been an ongoing concern for the need to address all the
determinants of hedth, including the more subjective contributors. safety, social
supports, and independence. Research will be needed to develop the factors and methods
to collect this data.



%3 p. Halverson, "Performing Public Health Functions: The Perceived Contribution of Public Health and

Other Community Agencies', Journal of Health and Human Services Administration, vol. 18, no. 3, 1996,
p.288.

% "Estimated Expenditures for Core Public Health Functions - Selected States October 1992 - September
1993", MMWR, no. 44, val. 421, 1995. See also R. Brown, A. Elixhauser, et al, National Expenditures for
Health Promotion and Disease Prevention Activities in the United States, Battelle Medical Technology
Assessment and Policy Research Center, Washington, DC, 1991.



[I.  Strategies for State Action

D. Partnering with Communities
Last Revised: 11/12/98

District Council members and other participants in the planning work frequently stressed
the need for making the voice and the needs of the community an integral part of the new
health care system. These discussions raised two basic questions about both communities
and the State's involvement:

=  What isacommunity? What isit that the State should be listening to and promoting?
= Why should the State support community involvement in the health care system?

When these questions are fully answered through the planning work, the State can begin
to consider how it should assist communities and what form the assistance should take.
The State can also determine what it can expect from communities. the way they can
balance and augment the actions of the State and the market. This would also allow the
State to work with communities to clarify expectations for private entities that clam a
community role. For example, non-profit hospitals are described as community
organizations that provide community benefits. In return, these institutions do not pay
taxes. However, neither the State nor other independent body representing communities
has defined the community benefits that non-profits should be providing.

This section discusses:

= The Definition of Community;

= Importance of Community to the Health Care System;

= Limits of Community;

= The Benefits of Community Discussion;

= Sustaining Community Involvement in the Health Care Delivery System; and

= Defining and Protecting Community Benefits.

Formal and informal community systems of care can be disrupted or destroyed by the
actions of government or the competitive nature of markets. The same coordinated and
collaborative approaches outlined in the previous sections of this report are used here to
propose ways the State can support communities in delivering health care services. The
strategies and initiatives are designed to foster community innovation, community

participation in the development of health care policy and a common understanding of
what constitutes community benefits.



The core strategies in this section are to:
1. sustain community involvement in health care delivery, and

2. define and protect community benefits.

The Definition of Community

"Community" has a number of definitions. In itsloosest form, a community is a group of
individuals with shared characteristics (e.g., children, the developmentally disabled,
health care providers, and the uninsured). As the idea of community becomes more
refined, it involves shared space (e.g., the residents of Manchester or the students at any
school in the state). In its most sophisticated form, a community involves shared space,
interests, language, rights, obligations, values, institutions, resources and world view.

The planning work has focused on communities and community activities that meet three
criteria

1. communities that are webs of socia relationships that encompass shared meanings and
above all shared values,

2. communities whose members interact on an informal basis; and

3. community activities that are neither dictated by government nor purely a market
response.

Within the focus groups and District Council meetings, the involvement of two types of
communities were often stressed that meet al of these criteria:

1. local geographic communities that sometimes means towns or cities, and sometimes
entire regions, such as the "North Country", and

2. the communities of populations that share common characteristics or needs and who
may be drawn into local, regional or statewide associations to provide support to each
other and to address common issues and concerns.

The Importance of Communities to the Health Care System

District Council members and participants in the planning process frequently stressed the
need for making the voice and the needs of the community an integral part of the
evolving health care system. These needs are distinct from the functions and operations
of government or the market. Communities are vulnerable to and can be overwhelmed by
the power of both government and markets.



The community is often represented by individuals, agencies and firms with complex
agendas. Specificaly, these representatives of the community can be seen in operation in
local government, local business, non-profit agencies and organizations, and as
volunteers. They promote their own economic or professional self-interest and the
interests of the communities; or represent government's demands as well as their own
personal commitment to the well being of the community.

Communities, and organizations representing their communities, demonstrate their
absolute or relative importance to the health care system in at least ten ways. Each of
these ways was discussed directly or indirectly by the District Councils, during the town
forums, and by the focus groups as important reasons for partnering with communitiesin
the development of the hedlth care delivery system. For the most part, these attributes of
communities can apply to communities as both geographic entities and associations of
individuals who share common characteristics.

1. Communities represent values that are not necessarily parts of market or
government. In simplistic terms, the best of government may be personified as the
proper use of authority, the best of the market as the efficient alocation of wealth and
the best of the community as the sweetness of life: compassion, commitment,
belonging, forgiveness, trust, loyalty, affection and love.

2. Some community values and concerns are in direct conflict with markets and
government. For example, from a community perspective, a sick uninsured
individual who cannot afford care is not the natural result of demand and supply or a
by-product of government's budgetary constraints. The person is a friend or a
neighbor whose pain is rea within the context of community in a way that is not
feasible within the context of government or market.

3. Communities embody a knowledge of local conditions that are often impossible
to incorporate in government procedures and are of no monetary value to the
market. Family members and friends provide much of the care for elders in this
country and the individuals providing this care are aware of the unique personal needs
of those they are helping. Many elderly patients do not have the financial wherewithal
to purchase this care in the market, and state government is unable to track and
respond to all individual's unigque needs.

4. Communities provide goods and services that would otherwise be the
responsibility of government. Community action, such as physician services
provided through a church group or social services provided through a non-profit
women's shelter, can replace services that government would otherwise have been
required to provide.

5. Communities offer a solution to the need for consumer education.

6. Communities provide goods and services that are unprofitable and beyond the
scope of government but are essential to the well-being of individuals and the



overall community. Religious groups that do home visiting and volunteers who
provide transportation to medical appointments which are not specificaly part of a
needed medical service are taking the extraordinary step of attending to the well-
being of the person and the community.

7. Communities provide needed goods and services free or below market prices.
The millions of dollars of non-reimbursed care that New Hampshire health and
social service providers give each year are vital community actions. Those
charitable services would not be available if the providers were solely concerned with
maximizing their income.

8. Communities provide the same goods or services that the market or gover nment
provide but do it in a way that reflects the non-market and non-gover nment
values of the community. For example, a non-profit social service agency may
provide the identical care as a proprietary entity in the same community. For many of
its clients, however, the non-profit agency's relationship with the community is
critically important: it is recognized and accepted as a part of the neighborhood and is
managed and staffed by neighbors.

9. Communities are concerned with the general physical, social and economic well
being of local residents. When the community endorses a specific health care action
- such as the creation of a local clinic - it does so with an eye to broader concerns.
Will it increase jobs? Will the money generated within the clinic circulate within the
community? Will the clinic make the community more attractive to potential
businesses or residents? Will the clinic enhance a sense of community solidarity (i.e.,
will it care for the poor as well as the affluent and insured)? All of these actions work
towards building the community.

10. Communities can contribute to social cohesion which improves the health of
community members. Communities with high levels of trust, tight social cohesion
and low levels of income disparity tend to have lower mortality rates and less illness
than those communities characterized by mutual mistrust, minimum social interaction
and great differencesin income among its members.>

The Limits of Communities

Discussions of communities generally reflected the positive effects that communities can
have for their members. However, when discussions became more specific, caveats began
to emerge related to the limited perspectives and resources of communities. Thus, while
community needs and concerns were always a part of the discussions that took place
during the planning work, very rarely did anyone suggest that the "community,” in the
geographic sense, should control the local health care system, or that, in the population
sense, "communities’ be viewed as the sole source of information and input for its
members. Most participants in the health planning work supported limited and directed
community involvement: a community partnership with the State on specific local



programs, preferential treatment of local provider based networks or loca control over
delivery systems affecting specific groups (e.g., the developmentally disabled). The range
of limitations raised included these points:

= there are insufficient resources within communities to set up and monitor a
comprehensive system of health care;

= alack of appropriate leadership accountable to community member;>®

= disparities in the resources from community to community that would lead to
inequitiesin availability of care; and

= communities could become instruments of intolerance should control become
concentrated in a few hands, leading to punitive policies directed at selected
populations within a geographic community (e.g., homosexuals and minorities) or
within a community of individuals with shared interests or needs (e.g., favoring
particular courses of action or care not appropriate to the needs of all members).

Associated with the limitations of communities was the concern that community needs
assessments could become dominated by providers and provider agencies that do not
understand all of a community's needs or who have intentions that are not shared by the
full community. A frequently cited example was physician or hospital dominance in
discussions on the health-related non-medical needs of communities.

Not only were the limitations discussed; there was aso a call to place limits on
community actions, such as.

» adesire that persona decisions and choices on health care and lifestyle be free from
judgments that reflect the prevailing standards of the community, and

= communities should not control goods, services, rights or obligations that should
apply uniformly to all citizens within the State.>’

1. Sustain Community Involvement in Health Care Delivery

Changes in New Hampshire's health care and socia service delivery system were already
under way at the community level, when the national debate on health care reform began.
The deinstitutionalization of mental health services, the development of area agencies for
the delivery of services to people with developmental disabilities, the efforts to develop
family centered children's services, and a shifting of focus from categorical® health care
delivery to the delivery of primary care services within a community-based
comprehensive care setting predate the recent national health care reform debate. They
reflect the efforts of communities to identify better ways of providing services.

Non-profit agencies, advocates for specific population-based communities, and local
providers have been instrumental in developing alternative service delivery mechanisms



needed to meet the needs of community members in a way that takes the whole person,
family and improvement of the community into consideration.

The early and ongoing movement toward a community-based delivery of mental health
care services, primary heath care services, services for people with developmental
disabilities, and the relatively recent movement toward the devel opment of networks and
non-institutional servicesfor the elderly, largely reflects two trends:

= the quest to improve the availability of servicesto all of the members of a community
in away that reflects family and individual needs, as well as community values, and

= the need to meet the challenges of the evolving health care delivery system, which
includes both diminished funding and the emergence of managed care.

As discussed above, communities may lack resources and expertise. On the other hand,
they have an important role in the health care system - and as New Hampshire's
experience has shown - no lack of ideas and committed citizens. Financial and technical
support is necessary to develop and sustain new and innovative community-based
approaches.

Recommendation 25. Maintain and protect the Health Care Transition Fund to
support innovationsin the delivery of health and social services.

State government, and the Department of Health and Human Services in particular,
should continue to support the rich tradition of community involvement in meeting the
needs of their members. This can be done by offering technical assistance and funding
opportunities for community planning activities that include the development of
community-focused goals and objectives and new service related initiatives. The New
Hampshire Health Care Planning Process has provided an opportunity for individual and
community participation and comment in the development of public policies covering a
broad range of issues. Part of this effort includes the projects sponsored by the Health
Care Transition Fund Community Grant Program.

One of the positive aspects of the Health Care Transition Fund (HCTF) Community
Grant Program has been the opportunity for communities to work together and with other
State agencies to share ideas, data and innovations that address the health of
communities. Some recipients have encouraged the Department to expand its role to
include assistance in securing ongoing funding and adoption of those innovations that
offer promise in meeting the Department'’s objectives.

An independent evaluation of the first year of grants awarded by the HCTF Community
Grant Program indicates that the projects were successful in addressing the goals of the
Program.> By encouraging innovation in the design and delivery of services; in needs
assessment and evaluation of service delivery; and in addressing unmet or emerging
health concerns, the Department has supported the importance of community-based
solutions. Three notable findings from the evaluation are:



HCTF resources have been effectively leveraged - examples include the $510,000
Network Development Grant from the Federal Office of Rural Health Policy
(Littleton-Berlin areas); the $480,000 Turning Point grant from the Robert Wood
Johnson and Kellogg Foundations (to the NH Public Health Association) and the US
Public Health Services grant awarded to the Community Health Access Network
(CHAN - an administrative/management network of community health centers).

Research projects have generated tools and quality-based outcome measures that are
available to other community providers to monitor performance and improve quality.

Grantees have demonstrated a high level of commitment to project continuation (this
has been attributed to the fact that the Community Grant Program encouraged
innovative and creative proposals to meet local needs).

See also APPENDIX B for a discussion of the Health Care Transition Fund Community
Grant Program projects.

Benefits of Community Discussion

When the members of the District Councils were queried regarding the value to them and
their organizations of participating in the planning work that resulted in this and the other
reports, they acknowledged that the process has been beneficia because it provided a
forum for:

Communication and Networking. Participants value the opportunity to meet and get
to know other individuals and agencies committed to addressing the health care needs
of the community.

Input from Diver se Per spectives. Broad participation of many constituencies brings
diverse perspectives that are helpful in identifying and addressing local needs.

Reality Testing. Participants learn about the realities/constraints under which local
communities and the State operate. As a result, participants are more sensitive to the
complexities under which the State operates which impact public policy development.

Learning about State Initiatives/Directions. Participants are better able to position
their agencies if they have a "macro view". That is, they are familiar with the
direction in which State policy makers are heading.

Communication between Community and State. The work provides a vehicle for
regular two-way communication between the State and community which contributes
to greater familiarity with the specific circumstances in the regions as well as with
many of the agencies working to meet local needs. In particular, it ensures that a
regional perspectiveisreflected in State policy decisions.



= Joint Problem-Solving. Participants engaged in discussions with State policy makers
to identify, prioritize, and strategize about issues and problems facing local
communities and the State.

= |nput in Public Policy Development. Participants welcomed the opportunity to have
input into formulation of public policy by communicating a local perspective,
advocating for the needs of the community, and expressing local preferences for
policy options.

= Time and Attention Dedicated to the Process. The fact that the State devoted
significant resources and time to the process assured participants that their concerns
were respected and that their needs will be considered in public policy development
and future decision-making.

As the DHHS discusses this document with other stakeholders for review and revision,
the above benefits of participation should be duplicated. Some of these stakeholders may
participate in the long-term effort by becoming members of the re-designed District
Councils, adding to the diversity of input, the "reality testing”, and joint problem-solving.
Others may become part of an advisory group to the Department of Health and Social
Services, the Department of Insurance and the Attorney General's Office for the purpose
of monitoring and responding to market behavior.

District Councils

Recommendation 26. Retain the District Councils as a permanent part of health
planning and policy development.

The community planning process should continue and the range of functions of the
District Councils should include:®

= providing a forum for community planning participants to meet regularly and to
network;

= providing a forum for community representatives and State policy makers to learn
about the realities/constraints under which communities and the State operate; to
learn about State and local directions and the needs of various population groups; and
to identify opportunities for addressing local and statewide problems;

= providing input into formulation of public policy by giving community planning
participants the opportunity to communicate a local perspective, to advocate for the
special needs of members and residents, to express preferences and to identify
population-specific and region-specific needs and constraints;

= providing feedback regarding implications for the region or population of proposed
initiatives,



= assisting in identifying feasible and redlistic strategies which employ local or
available resources to achieve goals;

= advocating for the community at the State level to support the successful
implementation of broad goals and objectives,

= monitoring and providing feedback to the State regarding the impact of public policy
on the community and the degree to which intended outcomes are being met;

= gerving as aliaison and advocate between the State and the communities by sharing
information; and

= facilitating "buy-in" by the community in implementing goals and objectives.

These District Council participants did not, however, envision a role for the community
based planning effort in direct implementation of the strategies. The group anticipated an
oversight role - monitoring the impact of State and local response and providing feedback
regarding the status of implementation efforts.

2. Define and Protect Community Benefits

Recommendation 27. Develop operational standards for community benefits (with
representatives from communities, non-profit providers, and representatives from
the Department of Insurance and the Office of the Attorney General) that reflect
community values.

Non-profit organizations have historically dominated the hospital sector, health
maintenance organizations and social service organizations. A non-profit organization
may be owned and controlled by those who use it (the members) or may be amutua®: (a
company with a non-membership self-perpetuating board). The primary distinction
between a non-profit and a for-profit firm is the that non-profit cannot distribute net
earnings (or any increase in its net worth) to individuals who exercise control over the
entity. Non-profits receive a sizable public subsidy in the form of tax forgiveness. They
are exempt from federal income tax, state and local income taxes, sales tax and property
tax. Non-profits are eligible for specific tax free bonds. They also receive preferentia tax
treatment for charitable gifts (that is, when the non-profit receives donations, the donor
may claim those gifts as a tax deduction).

The genera public often makes two false assumptions about non-profits. The first is that
they cannot make a profit. In fact, non-profits can generate profits as long as they direct
the proceeds back into the services that meet the mission of the organization.” The
second misconception is that non-profits have to provide charitable services. For most
non-profits in the health care field - those who have 501(c)(3) tax status - all the services
have to be legal and in accordance with "religious, charitable, scientific, testing for public



safety, literary, or educational purposes.” Charity would be nice but is not explicitly
required.®®

Non-profits have been viewed as essentia in health care because many believe that non-
profits derive their rewards by embodying the principles of atruism, compassion and
service. The belief is that they offer services to the community that would not be made
available by proprietary firms. While that belief tends to be supported by assessments of
the non-profits contributions to their communities, that experience is not uniform. There
are instances when proprietary firms provide more benefits to theilr communities than
non-profit institutions.

This blurring of community contributions originates with the dual function of non-profits.
They are both community organizations and economic entities. Money matters to their
survival. If the resources are not available, the non-profit will not be able to meet its
mission. Therefore, non-profits represent a hybrid entity; one that is assumed to primarily
serve the community while also operating as a seller in the market that competes with
other non-profit, proprietary and government firms.

The fear that the power of markets may overwhelm the community aspects of non-profits
is one of the forces that has prompted a movement for a clear articulation of the
community benefits that citizens should expect from their non-profit organizations.

With the passage of SB 101 (the nonprofit healthcare merger hill) in the 1997 session of
the legislature, New Hampshire has begun to examine the relationship of community
benefits (the rewards to the community that accrue with the granting of tax-exempt status
to a non-profit organization) and ownership status. When a conversion of an entity from a
non-profit to for-profit occurs or when a non-profit transfers more than 25% of its assets
to another non-profit certain steps must be taken, including public notice and comment
prior to the governing board votes on the transaction.

New Hampshire currently has no law, consensus or policy as to what constitutes
community benefits. Non-profit status may no longer be a good proxy for community
benefits, and the opportunity costs to the State are considerable. Funds that are lost
through the tax exempt status of a non-profit that performs few community benefits could
have been redirected to new efforts committed to meeting community needs.

The work needed to identify community benefits requires identification of community
activities in health care and proceeds from two perspectives. The first is consideration of
an objective record of the activity as indicated within the financial books and accounts of
an organization and the second is consideration of how the organization is viewed within
its community. Since both the State and communities have vested interests in the process,
both should be involved.

*® From a public health perspective, New Hampshire has the good fortune of having comparatively high
levels of trust, low levels of income disparity and low levels of mortality rates. |. Kawachi, B. Kennedy,
and K. Lochner, "Long Live Community: Social Capital as Public Health", The American Prospect,



November/December 1997, pp.56-59.

% Particular concerns were expressed over the ability of local governments to manage the delivery of health
care services. Even though local governments were not seen as the answer, individuals could not come up
with an entity outside of government (e.g., alocally formed network) that they would assign that function.

> There was disagreement on this point among those who viewed local government as having arolein
protecting the public's health, a point which was generally conceded by those who raised the objection.
Those who held this view argued that a municipality's "public health" role and the delivery of health care
services to individuals were distinct and discrete, and that the operation of a care delivery system was not
an appropriate responsibility for local government.

%8 A health service or program restricted to a single population (e.g., child health clinics or screening
women for breast cancer) due to State or federal funding requirements.

% Health Care Transition Fund Community Grant Program: Evaluation of First Round Grantees;
Community Health Ingtitute, January, 1998.

% These recommended functions were drawn from the District Council discussions of October, 1997, that
was facilitated by Susan Friedrich of the Community Health Institute and reported in Components of a
Community-Based Planning Process dated November 1, 1997.

¢ A mutual isaform of corporate organization without stockholders, in which members proportionately
share profits or losses, expenses, etc.

2 Bradford Gray (ed.), For-Profit Enterprise in Health Care, Institute of Medicine, Washington, DC,
National Academy Press, 1986, p. 8.

8 Mark Schlesinger, Bradford Gray and Elizabeth Bradley, "Charity and Community: The Role of
Nonprofit Ownership in a Managed Health Care System," Journal of Health Politics, Policy and Law, Val.
21. No. 4, Winter 1996, p 712.
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Appendix B. Health Care Reform in New Hampshire: 1986-1998
Last Revised: 11/12/98

1986-1990 Medical Indigence and Access to Care

During this period, the debate on medical indigence and the uninsured began. The New
Hampshire Task Force on Indigent Care described New Hampshire as being "on a
collision course with the reality of medical indigence” and expressed concern that the
ability to cost-shift was disappearing.” A few years later alegislative subcommittee called
for the State to "measure the problem ... then to have the solution divided between the
public and private sectors."? In response, an Advisory Council to Governor John Sununu
recommended that the Department of Insurance develop a generic, low-cost health
insurance plan, and that a survey be conducted to determine the nature, extent, and
characteristics of the uninsured population in New Hampshire.®

As aresult, a 1989 study of the uninsured in New Hampshire was conducted. The report
Health Insurance Coverage in New Hampshire: The Problem and Its Effect on Access to
Medical Care, concluded that:

= two distinct populations were not covered by health insurance in New Hampshire -
individuals who worked for firms that did not offer coverage and those who lacked
sufficient income to purchase coverage regardless of employment status; and

= the cost of treating the uninsured was being borne by all providers and payers of
health care.*

The study recommended that the State set up group purchasing arrangements for small
employers and develop a subsidized program for those whose incomes were below the
federa poverty level but were ineligible for Medicaid. (Single adults or couples without
children do not qualify for Medicaid unless they are disabled or elderly.)

The Committee on Access to Health, established soon after the study on the uninsured
was released, was charged with overseeing the preliminary steps for improving access
within the State.®> The Committee identified barriers to implementing such a program,
including "... a perceived attitude that the uninsured are someone else's responsibility ...
and no senge that the State has responsibility to offer such a program to its citizens and to
finance it."

The State implemented several of the Committee's recommendations to improve access to
care: Medicaid was expanded for children and pregnant women, comprehensive primary
care clinics were established, and health promotion activities were funded. Tabled
recommendations included the establishment of a basic health benefit insurance product,
the creation of an insurance fund for the uninsured, and the appointment of a permanent
body to continue to study the access problem.



1990-1995 Health Reform and Health Planning

During the early 1990s, the State expanded its concern for the uninsured and under
Commissioner Harry S. Bird adopted a broad vision of health reform. The New
Hampshire Health Care Reform Plan was proposed in 1994 with a series of House and
Senate bills that devised an infrastructure for reform and created the New Hampshire
Hedth Care Transition Fund for the purpose of transitioning the State to the Nationa
Health Care reforms over the next six to seven years.’

Legidation was also passed that created small group and individual insurance market
reforms (SB 711), mandated community rating (modified only for age)®, guaranteed issue
and renewability, and narrowed restrictions on pre-existing conditions. New Hampshire's
reforms in the individual market (prior to Kennedy-Kassenbaum passage) were rated as
the most comprehensive in the country.®

SB 774 alowed for the expansion of Medicaid eligibility up to 185% of the Federal
Poverty Level for children and pregnant women and increased coverage of children in
this expanded category up to 19 years of age. New Hampshire was only 1 of 8 states at
the 185% level and 1 of 13 states that extended eligibility up to age 19.° SB 775 also
directed the State to seek Medicaid waivers that would allow adults (who were otherwise
not eligible) with incomes below the Federal Poverty Level to participate in Medicaid.
Another Medicaid waiver was also sought to provide preventive home and community-
based services for the elderly and adults with disabilities through SB 625.

As part of the New Hampshire Health Care Reform Plan, access issues for vulnerable
populations were addressed in SB 791. That act called for an expansion of primary care
clinics for low income people, continuation of primary care provider recruitment and
retention efforts, expansion of services for children with chronic and mental illness, and
expansion of substance abuse treatment. The Department of Health and Human Services
also planned to request a Medicaid waiver that would garner federal funding for low
income workers (referred to as a Medicaid "buy-in"). Further, it established an Office of
Health Planning.

All of the above legidation was predicated on the belief that federal reform would be
successful, and that the New Hampshire plan would complement the Federal Health
Security Act of 1994 over the next six years. Many of these reform efforts were never
implemented because of funding questions and the demise of National Health Care
Reform.

In January 1995, Commissioner Terry L. Morton was confirmed. He reviewed the current
status of health care planning given the changed environment brought about by the
demise of President Clinton's Health Care Reform. With Governor Merrill's support, he
introduced HB 60 which became the Department's blueprint for a new approach to health
care delivery in New Hampshire. HB 60 restructured the Health Care Transition Fund.
Instead of spending $12 million a year for six years, the origina intent was modified to
create a fund that would exist in perpetuity, protecting the principal while using the



interest earnings for health care initiatives. Each year $7 million would be available to
fund the State's Medicaid expansion, services to chronically ill children, primary care
clinics, provider recruitment and retention efforts, and development of a health planning
capacity (the Office of Planning and Research was established in the fall of 1995 and
charged with the responsibility for the Health Care Planning Process). HB 60 also created
the Community Grant Program - a funded partnership between the State and local
communities to support innovative approaches to health care.

During the first half of this decade, the private sector was also assessing health care
reform in New Hampshire. The New Hampshire Hospital Association, in collaboration
with the Medica Society, the Home Care Association, the Business and Industry
Association, and the Commissioner of Health and Human Services developed a vision for
health system reform in New Hampshire.* Their report included awork plan to carry out
the recommendations, one of which was to expand the health reform process into a
broad-based, participatory and fact-based project. Other recommendations included
insurance coverage for a standard benefit plan for al State residents, continuation and
expansion of the health status measures in the DHHS's Primary Care Access Plan
(currently titled the Primary Care Access Data) creation of a collaborative, voluntary
organization to produce and disseminate data on health care cost and quality, and
transition of the health system to a fully capitated model with universal coverage for al
State citizens.

1995 - 1997 Recent Developments in Health Care Reform

While planning for the long term was in process, the State began to take steps necessary
to deal with the near future of health care delivery in New Hampshire. Efforts to protect
consumers received increased attention. During the 1996 legidlative session, a measure
was passed prohibiting managed care insurers from having "exclusive arrangements’
with providers® The Attorney Generad's Office, Antitrust Division, examined the
development of new delivery system entities such as Integrated Service Networks (ISNs)
and Physician Hospital Organizations (PHOs) while the Department of Insurance
considered a new formula for solvency requirements for risk-bearing entities.** SB 101
(the nonprofit health care merger bill) passed in the 1997 legidlative session. This hill
codified the role of the Director of Charitable Trusts, in the Attorney General's Office, in
dealing with both for-profit acquisitions of charitable healthcare organizations and
nonprofit-to-nonprofit consolidations. SB 178 - also from the 1997 legislative session -
was the State's first effort at regulating managed care organizations.

During this period, the State had the opportunity to gauge the impact of an earlier reform
- SB 711 (which changed the rules for the small group and individual insurance markets).
The Department of Insurance commissioned a study on the effects of this legislation on
premium rates, the uninsured population and insurance availability. Results released in
December, 1997, indicated that the reform legislation was successful and substantially
met al of its objectives. It assured "availability" and eliminated "job lock" without
evident adverse effects on "affordability".**



Present Initiatives for Health Reform

Prior to and during the Health Care Planning Process, the State was pursuing a number of
additiona hedth care reform initiatives. These initiatives will be further developed as
part of the action steps to implement the strategies laid out in the Guidelines for Change.
They include the Medicad Managed Care Waiver, the Health Care Transition Fund
Community Grant Program, the Long Term Care Plan and a related Pilot Demonstration,
the development of a solution for the problems in the Non-Group insurance market and
the formation of purchaser coalitions (such as the New Hampshire Healthcare Purchasers
Roundtable).

Medicaid Managed Care Waiver/Buy-In. Many states have created Medicaid Managed
Care programs to improve access to and quality of care for Medicaid enrollees, while at
the same time creating a more predictable cost structure for Medicaid than exists under
the present fee-for-service program.

The State filed in June 1996 with the Health Care Financing Administration (HCFA) for
a waiver of federal Medicaid regulations which would allow the State to implement a
managed care program for all participants in Transitional Assistance to Needy Families
(TANF) and related groups (the largest number of participants would be women and
children). Existing federa Medicaid regulations require states to treat all population
groups enrolled in Medicaid alike (women and children, the elderly, blind and disabled).

The Medicaid Waiver could also provide a financial vehicle to expand coverage to all
children in New Hampshire who currently lack access to health insurance benefits (adults
would be considered after children).

See section on Subsidizing Private Market Coverage for a detailed discussion of this
topic.

Community Grant Program. The Community Grant Program is funded from interest
earned by the Health Care Transition Fund. It is moving into its fourth year of funding
community initiatives that encourage creative approaches to address health care needs.
The mission of this program is to promote access, improve the quality of health care
services, evaluate service delivery and cost models, and improve the purchasing and cost
effective utilization of heath care services. To date the Department has funded 103
projects worth $10 million. These projects have dealt with a number of areas:

Uninsured and the Underserved. The community grants program has funded
projects addressing the needs of the uninsured and the underserved. Approaches
vary from underwriting a unique and creative medical service access program for
migrant laborers to enabling community health centers to test new ways to serve
individuals and families throughout the State who cannot afford adequate health
insurance.



Dental Care. These projects serve persons in settings as varied as Manchester's
downtown neighborhoods and rural Sullivan County. While their primary target
group is children, underserved and uninsured persons of all ages are aso included.
Varied strategies are employed including school-based clinics, hospital-initiated
programs, and community outreach.

Network Support. Grants have been used to help emerging community-based
networks meet an array of medical and social service needs. One example is the
development work underway to adapt and produce software that will enable
network members, or a set of networks, to develop a "single point of entry”
process. Resources have also been provided to enable one of the horizonta
networks to develop a common accounting System.

Long Term Care Plan for the M edicaid Population. The State plansto tackle problems
in the long term care system on three fronts - the Legislature, the DHHS and the elder
care system. Suggested legislation includes extending the moratorium on new nursing
home beds to December of 2001, permitting Medicaid funding for residential care and
providing for adult foster care homes that care for one or two patients. On the
administrative side, proposals include changing nursing home rate setting standards to
reflect the acuity of care and expanding mid-level of care services within the community
in order to reduce the need for more expensive nursing home beds. This draft five-year
plan lists a number of pilot projects, such as gradually expanding congregate housing
statewide,™® shared housing’® and the Cheshire County Pilot Demonstration described
below.

Dual-Eligibles Cheshire County Pilot Demonstration. The term Dual Eligibles refers
to those adults who are eligible for Medicaid through a category other than Transitional
Assistance to Needy Families (TANF) (e.g., disabled consumers) and adults who are
eligible for both Medicare and Medicaid (the State pays Medicare premiums for low
income elders who cannot afford them through the Medicaid Program). The proposed
demonstration involves approximately 1,200 of the 13,000 dualy eligible personsin the
State. The ultimate goa is to integrate the full range of existing community-based
services and delivery systems, both acute and long term care, under a capitated financing
structure. The Cheshire County demonstration will pre-test all aspects of the planned
New Hampshire model for a fully integrated service delivery system for the entire dual
eligible population. The new system will be person-centered and will focus on wellness
and the positive capacities of each person served regardless of the type or degree of
disability the person carries. Services will be delivered locally by integrated service
networks which include all provider types necessary to insure the availability of all
services currently provided under Medicare and Medicaid and any new services which
evolve.

Risk Adjustment for the Non-group Market. The cost of heath insurance for many
individuals in the non-group market in New Hampshire has been escalating sharply. This
market has such a small number of covered lives (the vast majority of the insured
population participate in group insurance plans), hence, little opportunity to spread risk



among participants and keep premiums affordable. As premiums increased, heathier
consumers dropped coverage, which led to a further increase in rates for the persons
remaining who were generally less healthy (escalation of premiums while lower risk
consumers drop coverage is referred to as a "death spiral” in the insurance business). This
was particularly true for Blue Cross and Blue Shield of New Hampshire which had the
largest number of covered lives, the higher risk enrollees, and the highest premium
increases. The result - Blue Cross and Blue Shield withdrew from the non-group market
effective January 1, 1998.

As a short term measure, the New Hampshire Insurance Department is attempting to
stabilize the non-group market by implementing a risk adjustment and subsidy
mechanism. All health insurance carriersin all markets will be assessed an amount that is
based on their number of covered lives. The fund generated in this manner will be used to
offset catastrophic expenses for high cost enrollees among carriers that currently offer
health insurance policies in the non-group market. This strategy represents an effort to
stabilize the non-group market by spreading the risk of high-cost enrollees beyond this
small market.

New Hampshire Healthcare Purchasers Roundtable. The Department of Health and
Human Services is an active participant in the New Hampshire Healthcare Purchasers
Roundtable. The Roundtable is a partnership of public and private health care purchasers
working together to ensure health care that is accessible, affordable and of high quality.
Some of the objectives of the Roundtable include:

= responding to growing health care market consolidation by bringing public and
private purchasers together around an active, consumer-oriented agenda;

= promoting value-based purchasing by building into the purchasing process criteria
that address quality aswell as cost;

= working collaboratively with providers and health plans to develop common
standards and mechanisms for data collection and performance evaluation;

= working collaboratively with providers and health plans to promote continuous
improved performance and coordinated action to address identified community needs;
and

= educating purchasers and consumers of health care services.

! Final Report of the NH Task Force on Indigent Care, June, 1986. " Cost-shifti ng" or "across subsidy"
occurs when one patient, e.g., a privately insured patient, is charged more than their costs in order to pay
for another patient that was uninsured.

2 Subcommittee Report on HB 1116, September 30, 1988.



% Final Report of the Health Insurance Fund Advisory Council, November, 1988.

* Medical Care Development, Inc., Health Insurance Coverage in New Hampshire: The Problem and its
Effect on Accessto Medical Care, Augusta, ME, December, 1989.

5 The Committee on Access to Health Care, December, 1990.
% The Committee on Access to Health Care, December, 1990.
" New Hampshire Health Care Reform Proposal, December, 1993.

8 Community rating is a method of calculating health insurance premiums using the average cost of actual
or anticipated health services for all subscribers within a specific geographic area. The premium does not
vary for different groups or subgroups of subscribers on the basis of their specific claims experience.

° Barents Group, LLC, State Regulation of the Individual Insurance Market, Washington, DC, National
Intitute for Health Care Management, May, 1996.

19 National Governor's Association, State Medicaid Coverage of Pregnant Women and Children,
Washington, DC, September, 1996 and Center on Budget and Policy Priorities, Early Childhood Programs
Can Make Medicaid Work For Children, Washington, DC, October, 1996.

" NH Hospital Association, Joint Task Force on NH Health Reform, Concord, NH, 1994.
12 Chapter 420 - |, 134:2, 1996.

13 National Association of Insurance Commissioners, DRAFT Health Organization Risk-Based Capital
(HORBC), June, 1997.

143, Lee, N. McCall, C. Liu, R. Freitas, B. Hart, L. Kirsch and R. Goldstein. An Investigation into the
Effects of the New Hampshire Reform Law, 420-G. Center for Health Economics Research and IMR Health
Economics, LLC. Concord, NH, December, 1997.

> NH currently has a Congregate Housing Services Program (CHSP) which delivers supportive services (in
low-rent housing with a central dining facility) that enable frail elderly and non-elderly incapacitated adults
to maintain their independence and avoid institutionalization.

16 Shared housing includes "adult family care services" which consist of care and assistance provided in an
adult family care home to an elderly or disabled individual who, by reason of physical or mental disability,
would bein aninstitution if not for these services. This model is based on foster care for children.



Appendix C. Index to Recommendations
Last Revised: 11/12/98

A. Promoting Access To Health Coverage While Controlling Costs

Recommendation 1. The Department of Health and Human Services, the Department of
Insurance and the Office of the Attorney General, together with market participants,
should jointly monitor and respond to market behavior.

Recommendation 2. Monitor the uninsured and underinsured to track the effectiveness of
the changing market in addressing their needs.

Recommendation 3. Consider establishing a standardized set of benefit packages for the
health insurance market.

Recommendation 4. Consider establishing a risk adjustment system for the health
insurance market.

Recommendation 5. Establish a statewide health insurance purchasing alliance for small
employers and for individuals.

Recommendation 6. Provide a subsidy for the purchase of private insurance coverage for
those who are uninsured because they cannot afford it.

Recommendation 7. Determine the scope of "safety net" services that should be available,
the necessary level and sources of funding to maintain these services, and who should
provide the services.

Recommendation 8. Support and promote systems that coordinate health-related non-
medical services with medical care to improve outcomes.

Recommendation 9. Revise the role of Certificate of Need to keep pace with the rapidly
changing health care market.

Recommendation 10. Work with communities, market and provider representatives to
establish both minimum standards of adequacy for the delivery system and a process and
incentives for encouraging providers to practice within medical shortage areas or areas
that do not meet minimum standards of adequacy.

B. Protecting And Empowering Consumers

Recommendation 11. Establish an independent mediator, with the authority to make
recommendations, for disputes arising among consumers, providers, health insurers and
managed care organizations.



Recommendation 12. Create an independent consumer hotline for complaints regarding
health insurance coverage.

Recommendation 13. Promote and participate in an organization which would develop
innovative quality monitoring and improvement activities.

Recommendation 14. Develop a coordinated monitoring policy for all health care
services for which there is current State Legidative or regulatory authority.

Recommendation 15. Develop the capacity to provide data that allows citizens to review
the health status of communities and the statewide population; to understand the
performance of State and market functions; and to understand the status of community
concerns.

Recommendation 16. Promote the private development of information that helpsimprove
the health status of New Hampshire citizens and the operation of the health care system.

Recommendation 17. Establish licensure for health care organizations that bear financial
risk based on a formula that adjusts capital and reserve requirements to the number of
covered lives served by an organization, its structure, and the percent of risk that the
organization will assume.

Recommendation 18. Develop guidelines governing the transfer of financia risk from
one entity to another.

Recommendation 19. Establish the capacity to track the number of self-insured plans,
require such plans to disclose to their enrollees that they are self-insured, and provide
support and guidance to individuals insured under such plans.

C. Re-Defining Public Health

Recommendation 20. Collaborate with the Turning Point Steering Committee to reassess
the functions of public health.

Recommendation 21. Determine whether current baseline monitoring efforts are adequate
or should be expanded to monitor health risks and outbreaks.

Recommendation 22. Implement improved coordination of heath promotion and
wellness activities across government agencies, managed care and other organizations.

Recommendation 23. Determine the level of support which the State and private entities
(such as managed care organizations) ought to provide to public and private health care
provider training programs.

Recommendation 24. Determine the critical areas for public health and public research
and establish criteriafor public and private funding.



D. Partnering With Communities

Recommendation 25. Maintain and protect the Health Care Transition Fund to support
innovations in the delivery of health and social services.

Recommendation 26. Retain the District Councils as a permanent part of health planning
and policy development.

Recommendation 27. Develop operational standards for community benefits, with
representatives from communities, non-profit providers, and representatives from the
Department of Insurance and the Office of the Attorney General, that reflect community
values.



Public Comment Form
Last Revised: 11/12/98

Y our comments on the final draft of "The New Hampshire Health Care System:
Guidelines for Change" are important to us.

1. Do you support the Vision and Values? __Yes  No (Seepages5 - 11) Comments:
2. Do you support the Goals? _ Yes  No (See pages 11 - 12) Comments:

3. Which recommendations are most important to you? Please reference them by #1-27.

4. Which recommendations are least important to you? Why? Please reference them by
#1-27.

5. Do you have any other comments? Please use the reverse side of thisform.

6. Would you like to participate in our work with the community councilsto improve
New Hampshire's health care system? _ Yes, please contact me.

Name: Organization:
Address: Telephone:
Email: Fax:

Thank you for completing this Public Comment form.

Name and Telephone # (Optional)



	THE NEW HAMPSHIRE
	MAY 1, 1998
	The Purpose of This Report
	Vision
	Health System Values
	Table 1
	New Hampshire Health System Values


	Health Goals
	Strategies
	Next Steps
	Dynamic Planning For A System In Transition
	
	
	
	
	Citizen Participation in Action
	Health Care Planning Accomplishments




	The Definition of "Health"
	Vision
	Health System Values
	Health Goals
	Table 2
	
	Health Status Goals



	Taking the Measure of New Hampshire's Health
	Protecting And Empowering Consumers
	Re-Defining Public Health

	Partnering With Communities
	A Coordinated, Multifaceted Reform Strategy
	Interagency Coordination of Market-Related Functions

	A Public Health Perspective
	Standardized Benefits
	
	
	
	Risk Adjustment



	Table 3

	Subsidizing Private Market Coverage
	Obtaining the Resources to Expand Coverage to the Uninsured

	A Note on District Council Reaction to Financing Options
	Safety Net Providers and Delivery Structures
	Ensuring a Minimally Adequate Delivery System
	
	
	
	Certificate of Need





	B.	Protecting and Empowering Consumers
	
	
	
	
	
	Mediation

	The Elements of Quality
	Challenges in Measuring Quality
	New Health Care Organizations
	Self-Insured Employer-Sponsored Plans




	D.	Partnering with Communities
	
	
	
	The Definition of Community
	The Importance of Communities to the Health Care System




	The Limits of Communities
	Benefits of Community Discussion
	District Councils
	
	
	
	Present Initiatives for Health Reform








